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RETROSPECT AND PROSPECT. 
THE BANKING LAW JOURNAL FOR 1911. 


N looking back over the year 1910 the BANKING LAw JOURNAL feels 
| warranted in being gratified by the recordit hasmade. It has maintain- 
ed its attitude of the disinterested purveyor of facts and opinions of use 
to its subscribers, covering a field that it has made peculiarly its own 
and extending its efforts into the general field, which it shares with its 
contemporaries. It has been satisfied with a gradual but secure growth, 
confident that the merit of the matter appearing upon its pages would 
bring a support that would be permanent. Hence it has gained friends 
and holds them. 

The JOURNAL desires to express its sincere gratitude to its patrons 
for the many words of cheer and praise it has received at their hands 
during the past year, and to assure them that during the year 1911 the 
high standard set in all of its departments will be fully maintained. 

In the unique field of its own, the JouRNAL is acknowledged to be the 
only reliable exponent of banking law extant. The importance to the 
banker of being informed on the statutes and the adjudicated law af- 
fecting banking in all its features, is today recognized more than at any 
period of our banking history; in fact it is conceded by all of the care- 
ful bankers in the country, that a bank official in order to become effi- 
cient in the discharge of his duties, must acquaint himself with the 
rulings of the various courts upon the subjects pertaining to the bank- 
ing business, as well as to become familiar with all of the statutory re- 
quirements and limitations. 

No matter how well regulated a banking institution may be, it is 
absolutely essential to place around its loanable funds every safeguard 
known to the human mind; and thereis no channel to-day through which 
a banker can obtain this necessary information as quickly and as plainly 
as through the pages of the BANKING LAW JOURNAL. Every case of any 
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consequence from all of the state courts of last resort and the federal 
courts as well, is reported, digested and treated editorially, in the legal 
department of the JouURNAL. 

It is therefore to the JouRNAL that they turn for the latest and most 
complete reports of the attitude of the law-makers and the judicial inter- 
preters, toward the business of banking and its instrumentalities. 

A new and important feature has been adopted by the JouRNAL which 
we are confident will be of great assistance to its readers; that is a 
““Quarterly Reference to Decisions,’’ which is outlined on page 1015 in 
the December, 1910, issue. This new feature is inaugurated in this is- 
sue, and we are confident that it will meet with the approval of our many 
readers. Through this index they can find any decision that has ap- 
peared in a former number without having to refer to each of the sepa- 
rate numbers. 

In addition to the high standard of the JOURNAL’s legal department, 
the excellence of its financial editorials, the treatment of the many 
important subjects in the financial and monetary world will be main- 
tained. Thecurrency problem, and all other subjects of interest to the 
banking world will be discussed. Articles dealing with special features 
will be contributed by Maurice L. Muhleman, author of ** Banking Sys- 
tems of the World,’’ ‘‘ The Treasury System of the United States,’ etc. 

The Savings and Trust Department will remain under the direction 
of William H. Kniffin, Jr. The principal feature in this department for 
the current year will be a series of papers on the “‘ Savings Bank Sys- 
tems of the World,’’ beginning with this number. After tracirig the 
spread of the savings bank idea from its inception, shortly after the 
French Revolution, into England and the United States, the savings in- 
stitutions of the various countries will be reviewed in a popular and 
non-technical manner. This will include the Postal Savings Banks of 
England, France, Italy, Austria, Japan and Canada; the Municipal 
Savings Banks of Germany; and the Co-operative Credit Banks of 
Europe, which have been exceedingly popular and have admirably met 
the needs of the people. This will unquestionably prove a valuable 
contribution to the savings bank literature of the present day. “‘ Little 
Points in Law for Savings Bank Men’’ which has been running for 
some time past, and which aims to present the legal side of savings 
banking in a popular form will be continued. Timely topics relating to 
savings banks and trust companies will be presented from time to time. 

In the general field the JouRNAL has made a specialty of the discus- 
sion of the central bank plan, of currency and banking reform, continuing 
the policy begun in 1909; that this step was taken at the right moment is 
evidenced by the fact that where one favored the plan in 1909, a hundred 
are now outspoken for its adoption. Few great and far-reaching public 
questions have developed such force during so short a period. The 
JOURNAL’S contribution to that development is in the record. 

It is the purpose of the JOURNAL to continue upon these lines. And 
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it proposes to continue advocating monetary reform, without insisting 
that the plan it has fathered is the only good one; it will accord merit 
where it is due and assist in the eventual formulation of that plan which 
shall prove best for the whole country. 


The Northern Bank The closing of the Northern Bank of New York 
Suspension. by the State Banking Department was another 
of those cases in which the supervising official, 
after long study of the conditions, felt it his duty to the public in general 
and to the bank’s depositors in particular, to suspend its operations. 
The bank had by purchase and otherwise acquired, and was conducting, 
a number of branches. The promoter had been successful in building 
up a large business, but was evidently allowed too much power in the 
use of some of the assets. It was another case where the question, Do 
directors direct ? becomes very pertinent. True, if officers surreptitiously 
do things in clear violation of law, directors cannot prevent them in every 
case. But when such things are done repeatedly, the officers should be 
dismissed by the directors, and it is clearly up to the directors to find 
out when such things occur repeatedly. The remarkable thing is that 
despite the experiences of others, such transactions are repeated. 


The Washington Had there been sufficient strength left in the in- 
Savings Bank. stitution, help by way of reorganization by power- 
ful interests would have been forthcoming. It 
would have been to the advantage of these interests and of the public, if 
this could have been done; but the case was too far gone; it also involved 
the Washington Savings Bank, an occurrence that may be regarded as 
even more unfortunate. When conditions of this character touch a mu- 
tual savings bank, the undermining of confidence among those who are 
depositors in these institutions is much more to be deplored; for it in- 
volves the trustworthiness of trustees and raises the query whether any 
other such trustees permit questionable transactions. We are satisfied 
that the system would show no similar case, under the most critical exam- 
ination; it is as soundas ingenuity can make it, but the average small de- 
positor knows little of this, and—naturally timid about his small hard- 
earned savings—permits fear to generate doubt. Itis gratifying to find 
that there has been no actual manifestation, however, among savings 
depositors. 





Other Results The influence of these troubles also reached 

of the Disturbance. the Carnegie Trust Co., which was assumed 
to have been placed upon a sounder footing 

by the recent reorganization, under which Mr. Howell had taken the 
presidency only a few months ago. Unfortunately the institution could 
not be saved from suspension, although it is not at all probable that any 
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loss will ultimately accrue to depositors, except the usual delays. Since 
some of the men in control of the Carnegie were also interested in the 
Madison Trust Co. (formerly the Van Norden), and in the Twelfth 
Ward Bank and the Nineteenth Ward Bank, these three institutions were 
menacedas well. But powerful interests saw to it that the disturbance 
should not spread and they were given the needed support. The out- 
come will, however, be the merger of the Madison Trust Co. with the 
Equitable Trust Co., whose managers have purchased control of the 
shares. This served to close the Robin banking episode. 


Amotines Unquestionably J.G. Robin displayed great ge- 
Promoter-Genius. nius for promotion; this served to impress most, 
if not all, in his entourage and to obtain their 

confidence. But it seems as if they should have exhibited some caution 
when he induced them to gointo his varied enterprises that caused such an 
extension of his obligations as to require very large amounts to cover. 
He was not satisfied with the distinction and pecuniary rewards that 
would come from the aggregation of banks which he had assembled; he 
had to plan other and more speculative enterprises to ‘‘get rich quick;’’ 
someof his co-workers apparently saw the same will-o-the-wisp and follow- 
ed him, relying upon him alone; he succeeded in fooling them, not onlyas 
to his available means, but as to his integrity of purpose. In the case 
of the savings bank his method of deceit was as brutal to his friends who 
had helped him tpward, as it was defiant of the law. Doubtless he will 
pay the penalty; but there are many hundreds who have done no wrong 
who are also penalized. It is to be hoped that the new liquidation law 
will make the period of punishment for the innocent depositors as short 


as possible. 
SSS 


Another Monetary The National Board of Trade has called a gen- 
Conference. eral conference to be held in Washington on Jan- 
uary 17 next, and one day is to be devoted to the 

monetary question. Delegates are invited from the chief commercial 
bodies in the country and a very satisfactory result is expected. This 
is one of the most encouraging events connected with the movemerit for 
currency and banking reform; it is the proper manner to proceed to in- 
fluence Congress to take up the consideration of the subject. The gath- 
ering of so many business men, prominent in the several sections of the 
country can not but prove influential. The delegations from the or- 
ganizations in the city of New York include names of Paul M. Warburg 
of the banking house of Kuhn, Loeb & Co.; A.S. Frissell, president Fifth 
Avenue Bank; Welding Ring, former president of the Produce Exchange; 
Samuel Sachs, of Goldman, Sachs & Co., and Maurice L. Muhleman, the 
well-known writer; John P. Truesdell, John Aspegren, E. T. Barrows 
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and F. E. Hegemeyer of the Produce Exchange; Irving T. Bush and 
probably others from the Merchants’ Association. 


No Hope tor Despite this appearance of activity we fail to see the 
Early Action. slightest ground for the hope expressed in the recently 
published interview of Chairman Huttig of the Coun- 

cil of the American Bankers’ Association, that legislation may be possible 
during the ‘‘ spring session’’ of Congress. There has been as yet no 
real crystallization of opinion, and particularly not in the Monetary Com- 
mission to which alleyesareturned. There remains less than two months 
of the term of the present Congress, which has so much regular and in- 
perative business before it, that no such complicated measure as the cur- 
rency reform requires could be given place. Moreover, it would be un- 
wise to undertake to “‘rush’’ such a measure through the legislative mill. 
Upon the other hand, any hope that the President will call a special ses- 
sion of the next Congress is futile; the problems which he now has before 
him are sufficiently complex to preclude the probability of adding to his 
burden by such a procedure, which can not but create worries for him. 


U. S. Depositary It is reported that the Treasury Department con- 
Banks. templates forbidding national banks using in ad- 
vertising, the fact that they are Federal deposi- 
taries. There has apparently been so much heart-burning due to this, 
that it may be considered the best way out. We do not want a repeti- 
tion of the charges that certain banks are ‘‘pet banks;’’ yet unless the 
Government can give all of them some deposits, there is apparent dis- 
crimination. Upon the other hand, it is quite conceivable that many 
banks would not care to have the deposits without the advertising feat- 
ure; and it should also be considered that at some periods it has been 
very useful to have this method of preventing the surplus from accumu- 
lating in the Treasury vaults, withdrawn from circulation. 


— 


Deposit Guarantee Many will be surprised at the decision of the 
Sustained. United States Supreme Court, upholding the 
bank deposit guarantee laws of Oklahoma, 

Kansas and Nebraska. This ruling opens the question anew and will 
give the advocates of the plan decided encouragement. It will be re- 
called, however, that the Attorney General has ruled that national 
banks may not avail themselves of the provisions of these state laws; 
which apparently gives them no chance to compete with banks offering 
the guarantee, unless indeed a comprehensive system of private insur- 
ance of deposits be established. This would offer inducements quite as 
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good as the public system in a majority of cases; and particularly in 
states having no guarantee law. 


time tom © Prof. Sprague of Harvard University in his 
Modified Central Bank. latest paper, in the Quarterly Journal of 
Economics, finally concedes that some form 
of central regulation of banking and currency is desirable. He is not 
yet prepared to go further than the adaptation of the clearing house sys- 
tem to the purpose; and he insists that the amendments of the National 
Bank Act upon the lines he has heretofore suggested, are essentials in 
any event. These amendments include permitting national banks to 
hold, segregated, savings deposits, and the increase of reserve require- 
ments; he would also permit note-issues upon assets to 40 per cent. of 
capital and surplus, and limit the payment of interest on banks’ deposits 
with each other during part of each year. We are inclined to favor all 
of these changes except that relating to note-issues, which involves too 
many points of complexity. 


Guarding Against ‘Some of the arguments which he advances in 
Credit Expansion. favor of his plan for a quasi-bank, are entitled to 
careful consideration. The chief one as we see it 
is that if the central institution were a bank in the full sense, we would 
have a machine for inordinate credit expansion that would prove dan- 
gerous. It may be conceded at once that if sucha result is likely to fol- 
low, any plan to make the central organ a full bank would be defective; 
but we may readily assume that in devising plans this defect may be 
guarded against, and there are other features, in the plans proposed, 
of such great value that they should not be given up without conclusive 
demonstration of the weakness set forth by Prof. Sprague; he has not 
as yet fully shown that the weakness cannot be overcome. The obvious 
duty is to analyze the whole subject thoroughly and decide upon the sound- 
est methods for obtaining that which we admittedly stand in need of. 


Other Features Prof. Sprague is rather pessimistic as to the prospect 
ot the Plan. of equalizing the discount rates throughout the coun- 
try through the instrumentality of a central regulator. 

Since this is one of the prime objects it is necessary also to give to that 
feature adequate attention. Contributory thereto, would be the func- 
tion of the central organ in making domestic exchange free of charge be- 
tween the places where it has branches. This function is elaborated in the 
paper. But the equally important and necessary function of regulating 
international exchanges receives scant attention. The proposal to intro- 
duce the business of acceptances, so far as domestic paper is concerned, 
he regards as neither desirable nor specially useful. Upon the other 
hand his development of the clearing function commends itself to us as 
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a valuable contribution to the discussion. The plan as a whole will be 
critically discussed in a later number of the JoURNAL, in connection with 


others. 
| ——$_———_| 


BANKING LAW. 


Oklahoma, Kansas and The question of the constitutionality of 

Nebraska Bank Deposit the state laws providing for the guaran- 

Guarantee Statutes tee of bank deposits is at last at rest. 

Constitutional. The highest tribunal has decided that 

the deposit guarantee laws of Oklahoma, Nebraska, and Kansas are 

constitutional. The Supreme Court believes that such a statute is a 
proper exercise of the police power. 

The statutes were attacked on the ground that they impair the 
obligation of a contract, namely, the charter of the bank, contrary to 
the constitutional provision, and on the further ground that they 
violate the Constitution in that they work a deprivation of property 
without due process of law. 

Extended opinion was delivered only in the case involving the 
Oklahoma statute, the decisions as to the statutes of the other two 
states being based on this opinion. 

As to the contention that the statute impairs the obligation of a 
contract, the courtsaid: ‘‘Theonly contract it relies on is its charter. 
That is subject to alteration or repeal as usual, so that the obligation 
could hardly be said to be impaired by the act of 1907.” 

Referring to the claim that the statute has the effect of depriving 
banks of property without due process, the court remarked: ‘‘In 
answering that question we must be cautious about pressing the broad 
words of the Fourteenth Amendment to a dryly logical extreme. 
Many laws, which it would be vain to ask the court to overthrow, could 
be shown easily enough to transgress a scholastic interpretation of 
one or another of the great guarantees of the Bill of Rights. They 
more or less limit the liberty of the individual, or ghey diminish 
propertytoacertainextent. We have fewscientificallycertaincriteria 
of legislation, and as it is often difficult to mark the line where what 
is called the police power of the States is limited by the Constitution 
of the United States, Judges should be slow to read into the latter a 
nolumus mutare as against the law-making power.”’ 


ee The New York statute regulating private 
Private Banking Law  bankersand requiring them to comply with 
Held Valid. various conditions, which has been refer- 

red to frequently in recent issues of the 

Journat, has been held constitutional by the United States Supreme 
Court. The statute requires bankers to deposit $10,000 in cash, or its 














8 THE BANKING LAW JOURNAL. 


equivalent, with the State Comptroller and to file a surety company 
bond in some amount between $10,000 and $50,000 to be fixed by the 
Comptroller. When the conditions imposed have been complied with, 
the issuing of a license rests in the discretion of the Comptroller. 
Bankers, whose deposits average $500, are exempted from the opera- 


tion of the statute. 
ed 


Duty of Depositor to Banks are frequently called upon to 
Detect Fraud of Clerk in make good a loss to a depositor, occur- 
Handling Bank Account. ing through the fraud of the depositor’s 

employee in running the depositor’s 
bank account. The bank usually attempts to escape liability on the 
ground that the depositor failed in the duty, claimed to be owing from 
the depositor to the bank, to check up the statements furnished by 
the bank and to properly balance his pass book. 

This defense proved ineffective in the case of National Bank of 
Commerce v. Tacoma Mill Company, recently decided by the United 
States Circuit Court of Appeals and printed on a subsequent page. 

The mill company, by which the action was brought, was a deposi- 
tor in the defendant bank. The company’s cashier was intrusted with 
the duty of depositing the company’s checks, and for that purpose 
they were indorsed by him, ‘‘ Pay to the order of Nat’l Bank of Com- 
merce.” Thecashier hada number ofchecks, indorsed in this manner, 
cashed at the bank, instead of depositing them to the credit of the 
company, and appropriated the proceeds. He was enabled tocontinue 
his stealings by using the proceeds of some checks to cover previous 
defalcations. 

The bank rendered monthly statements to the mill company, and 
these were compared with the cash book and check book by the book- 
keeper, but not with the ledger account, for, as the bookkeeper testi- 
fied, ‘‘it is not customary for business houses to go to the ledger ac- 
count and check back for purposes of verification.” As the checks 
cashed by the cashier did not appear in the cash book, or check book, 
no irregularities were discovered by the bookkeeper. 

The question whether the cashier had any real or apparent author- 
ity tocash checks was submitted to the jury and the jury found against 
the bank; that is to say, the jury found that the acts of the cashier 
were without authority, express or implied. His only authority was 
to deposit checks to the account of the company. 

It was held that, in the light of the authorities, the depositor bears 
such a relation to his banker that he is bound to give heed to the peri- 
odical statements coming from the bank. But this duty is one which 
the depositor may perform through another. In the selection of that 
other he is bound to use care to see that his delegate is a person in 
whom trust and confidence may be reposed. But, having used proper 
care in the selection of hisagent, he is not responsible for the dishonest 
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acts of the agent, for the simple reason that the agent is not his agent 
for such purposes. 

In the present case, when the bank’s statement tallied with the 
cash book and check book there was no occasion to pursue the inquiry 
further. There was no suggestion of defalcation from anything that 


appeared in any of these statements. The bank was, therefore, held 
liable. 


The Critten Case. Jhecase of Critten v. Chemical National Bank, 

decided by the New York Court of Appeals in 
1902, is widely known and is referred to here for the purpose of dis- 
tinguishing it from the decision above referredto. The plaintiffs there 
had in their employ a clerk whose duty it was to fill up checks to be 
drawn in the course of the business, and to make corresponding entries 
onthe stubsinthecheckbook. Inanumber of instances he abstracted 
checks from their envelopes, after they were ready for mailing, oblit- 
erated the names of the payee with acid, raised the amounts, made 
the checks payable to cash, and obtained the money on them from the 
defendant bank. From the money thus obtained he paid the bills 
for which the checks were intended and pocketed the excess. This 
clerk was intrusted with the duty of verifying the bank balance. His 
fraudulent acts were discovered at a time when he was away from the 
office. He had falsified the additions or totals at the bottom of the 
pages in the check book. But, with a few exceptions, he did not alter 
the amount expressed in the stubs, and in no case did he change in 
the stubs the name of the payee. 

Under these facts the court held that it was not too much, in justice 
and fairness to the bank, to require of depositors, having such a record 
of the clerk’s transactions as was possessed by this depositor, to exer- 
cise reasonable care to verify the vouchers by that record. It was said 
in effect that the knowledge of the forgeries the clerk had committed 
was in no way attributable to the plaintiffs, but that the plaintiffs were 
chargeable with such information as an examination of the check book 
would have imparted to an innocent party previously unaware of the 
forgeries 

This case differs from that of the National Bank of Commerce in 
that in this case an examination of the check book would have dis- 
closed the fraud. Inthe National Bank of Commerce case the wrong- 
doer had provided against disclosure by this means and his thieving 
could only have been detected by checking up the company’s ledger 
accounts. 


eile tim A decision, of the character of the National 
Handling Accounts. Bank of Commerce case mentioned above, 
does not accomplish its mission unless a bank 

here and there heeds the lesson contained therein and fortifies itself 
against losses of the same nature. There is apparently something 
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wrong when an employee of a depositor negotiates to the bank checks 
drawn to the depositor’s order, instead of depositing them to thecredit 
of the depositor. The only plausible object of such a proceeding is 
to obtain funds for running expenses without the necessity of draw- 
ing a check against the account. A little bookkeeping is avoided by 
proceeding inthis manner. On the other hand careful business pro- 
cedure would demand that every check sent to the depositor should 
appear as a deposit in his check book and pass book, and there should 
be no withdrawal of funds without a similar record. Bank officers, 
of all persons, should realize this. And under such circumstances 
the bank is entitled tosomething more thanthe say-so of the depositor’s 
cashier, or other employee, that such employee is acting within his 
authority. It is no reflection on the honesty of the employee for the 
bank to demand, for its own protection, the express sanction of the de- 
positor before cashing checks in this irregular and careless manner, 
and it is a severe reflection upon the business training and ability 
of the officers of the bank not to do so. 


Bank On Which When a bank pays out money on a forged check 
Check Is Drawn it must make the amount good to its depositor. 
Not a Holder. It is bound to know its depositor’s signature. 
And the bank cannot as a general rule recover 
the money paid on a forged check from the person to whom it was 
paid, provided that person acted in good faith. This is one of the 
exceptions to the rule of law that money paid under a mistake of 
fact can be recovered back. 

In a recent Nebraska case, National Bank of Commerce v. Farmers 
& Merchants’ Bank of Lincoln, on page 32 of this number, a drawee 
bank sued to recover money, paid on a check, purporting to be drawn 
by a depositor, but in reality a forgery, from the bank to which the 
money was paid. It was decided, under the Negotiable Instruments 
Law, that the drawee bank could not recover for the reason that the 
instrument was not ‘‘ negotiated”’ to the bank and that it was nota 
‘*holder” of the instrument. 

The Negotiable Instruments Law provides that every person 
‘*negotiating” an instrument by qualified indorsement (which was 
the case here) warrants that the instrument is genuine and that he 
has good title to it. The statute also declares that an instrument is 
‘*negotiated”’ when it is transferred from one person to another in 
such manner as to constitute the transferee the ‘‘ holder” thereof. 

It was held that the check was not negotiated to the drawee bank. 
It was simply presented for payment. As explained by the court: 
‘*If A. gives B. a check on C. Bank, and B. presents the check at 
the counter of C., no negotiation is necessary or had. He simply de- 
mands and receives payment; but if B. goes to D. store and buysa bill 
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of goods, and tenders the indorsed check in payment, he negotiates 
the check. The difference is clear and well defined.” 

Furthermore, the bank was not a ‘“‘ holder” within the meaning of 
the statute. A holder ‘‘is a person having possession of the paper 
and making demand, whether in his own right or as agent for another.” 
A bank at which a note is payable isa holder. But the bank there 
occupies a different position from the drawee of a check. In the case 
of the note the fact that the indorsee has placed it in the hands of the 
bank where it is payable does not constitute a discharge of the note. 
But the payment of a check by the drawee bank discharges the check, 
and the bank is not thereafter a ‘‘ holder” within the meaning of the 
Negotiable Instruments Law. 


Chic ten We have referred, above, to the risk which 

Receiving Deposits. attends the payment bya bank, to the agent 

of a depositor, of money belonging to the de- 

positor. In this issue are printed two decisions wherein a bank sus- 

tained a loss as a result of receiving for deposit checks indorsed by 
an agent, and crediting them to account of the agent. 

One of the two cases is that of Knoxville Water Company v. East 
Tennessee National Bank, a late decision by the Supreme Court of 
Tennessee. The water company had in its employ a person who held 
the office of ‘‘cashier."’ The opinion does not disclose the exact 
nature of hisdutiesand power. The cashier deposited in his personal 
account in the defendant bank a number of checks, payable to the 
water company, which he indorsed with the corporate name as cash- 
ier and also with his individual signature. These checks were col- 
lected, and the cashier checked out the proceeds for his own use. 

The bank was held liable to the water company for the amount of 
the cashier’s peculations. The grounds of the decision are that the 
cashier was without actual authority to indorse the checks, and that 
the irregular and unusual features of the deposit should have put the 
bankuponinquiry. Thedeposit was one calculated to put any prudent 
receiving teller on inquiry. A bank official whose suspicions would 
not be aroused when an employee deposits in his personal account 
checks, payable to and indorsed in his employer’s name, must be care- 
less indeed, or possessed of a faith in human nature far too sublime 
and trusting for the position which he holds. 


Sew of Guat The other case is Niarara WoolenCom- 


to Investigate Ownership pany v. Pacific Bank, decided by the 
of Checks Offered Appellate Division of the New York 
for Deposit. Supreme Court. The facts are much 

the same. The villain in the plot was 

the president of a corporation and was also engaged in business under 
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afirmname. As president of the corporation he indorsed some ninety 
odd checks belonging to the company and deposited them in the firm 
bank account. The corporation, of course, never received any of the 
proceeds of these checks. The bank which carried the firm account 
was held liable to the woolen company. The bank did not have actual 
notice that the checks were being diverted, but it knew that the checks 
were payable to a corporation. The indorsements showed that the 
indorser was the president of the corporation. The bank also knew 
that the checks were deposited, not to the credit of the corporate ac- 
count, but to the credit of a firm in which the depositor was a mem- 
ber. It had notice of sufficient facts to require an investigation as to 
the ownership of the checks and the authority of the depositor to place 
them in his firm account. 

These decisions recall to mind the Havana Railroad and Knicker- 
bocker Trust Company case, which appeared in the June, 1910,number 
of the Banxinc Law Journat. The facts briefly were these. The 
treasurer of the railroad company, authorized to sign checks, drew 
three to his own order, deposited them in his own bank, and made 
personal use of the proceeds. It was held that the bank was not lia- 
ble to the railroad company. Conceding that the bank was put upon 
inquiry by the form of the checks, it was decided that the bank made 
sufficient inquiry when it presented the checks to the drawee bank, 
in which the railroad account was carried, for payment. The facts 
here differ from the facts which appear in the two cases above re- 
ferred to, in that the checks in this case were drawn against the plain- 
tiff’s bank account, while in the other two cases the checks were pay- 
able to the plaintiff. The Knickerbocker Trust Company probably 
never intended the presentment of the checks to the drawee bank for 
payment as an inquiry into the validity of the checks. It was good 
fortune rather than extreme caution that saved the bank from being 
held responsible to the railroad company. 

In the other two cases the element of good fortune was missing, 
and the banks had to make good the losses which occurred. It may 
seem harsh to require a bank to be on the lookout for misappropriation 
on the part of its depositors, but such is the condition of the law; and, 
when the rule is fully analyzed, it will be found to be grounded upon 
justice and sound business principle. 


Holder With Notice. The defense of failure of consideration is 

good against one who is not a holder in due 
course. In a New York Supreme Court decision, on page 52 of this 
issue, the holder sued the drawer of acheck. The defense of failure 
of consideration was relied upon. It was shown that the holder had 
actual notice that the check had been presented for payment four 
times and that payment had been refused each time. The payee 
told him that payment had been refused because the drawer’s account 
was short, and that the drawer had promised to deposit enough to 
meet the check. Believing this, the holder took the check and paid 
cash forit. It was held that he was not a holder in due course and 
that the defense of failure of consideration was good. Knowing that 
payment had been refused four times, he should have made inquiry 
of the drawer as to the reason. 











THE NEW YORK CHAMBER OF COMMERCE ON 
THE CENTRAL BANK QUESTION. 


HE delegates of the Chamber of Commerce of the State of New York 
to the Monetary Conference held in New York City last November 
reported at the December meeting of the Chamber, and the members 
were favorably impressed with the progress made toward the central 

bank solution of monetary problems since 1906, when the Chamber re- 
corded its vote on the question. 

The following quotations from the report will prove interesting: 

‘“ It is gratifying to report that there was a decided preponderance of 
opinion (at the conference) favorable to a plan for a central bank like 
that which the Chamber presented to the public with its indorsement in 
November, 1906, viz: 

‘““ Let there be created a central bank of issue similar to the Bank of 
Germany or the Bank of France; such bank to deal exclusively with banks; 
its stock to be owned in part by banking institutions and in part by the 
Government; but in its management representatives of the Government 
shall be supreme. This central bank shall issue currency, rediscount 
for other banks, hold public money, and act as agent of the Government 
in redeeming its paper money and making its disbursements.’ 

‘’ In this connection it is of interest to note that the Chamber’s re- 
port of 1906 * * wasin accord with itstime-honored policy. Our records 
contain a memorial to Congress adopted by the Chamber in 1841 praying 
for the establishment of a national (central) bank. This memorial * * 
presents arguments for such an institution that might well be examined 
by students of the question today.’’ 

The memorial, nearly seventy years old, concludes with the follow- 
ing language: 

‘’ This Chamber, accordingly, deems it essential for the public interest 
and the public security, that responsibility of regulating the general cur- 
rency and preserving the specie standard of value should again be as- 
sumed by the Federal Administration; and, under the guardianship and 
guidance of the national councils, again be entrusted to the care and 
management of a national institution: upon which sufficient power and 
authority should be conferred to enable it to discharge with efficiency 
and effect the onerous and important duties it will be called on to perform. 
The leading and essential object of its creation will be to assure the Treas- 
ury Department the safe and economical receipt, custody, and distribu- 
tion of the public funds; to give to the nation an uniform standard of 
value; and to the People, for circulation, a currency equivalent to specie 
in any part of the Union; to furnish to agriculture, commerce, and man- 
ufactures a medium of exchange, by which those great interests may be 
spared the evil and loss of continued fluctuation or permanent deprecia- 
tion. 

‘‘And by thus imparting confidence and affording security to every 
department of trade, we may furnish to industry and enterprise the best 
stimulus to exertion, while we secure to labor its just reward. 

““The Chamber begs leave, therefore, respectfully to entreat of the 
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National Legislature to interpose its authority, and once again secure to 
the Union, by the establishment of a National Bank, the restoration of 
a national currency.’’ 

The report concludes with a recommendation that the Chamber take 
action at an early date upon this question, in favor of some plan 
‘‘ which shall build upon our present system of individual banks, with- 
out depriving them of their independence, a central regulating system, 
in the management of which they shall be adequately represented, and 
which shall serve as the great central banks of Europe do, to assure sta- 
bility to credit and security to business.’’ 


Ss 
NEW SYSTEM OF BOOKKEEPING FOR NATIONAL BANKS. 


The Comptroller of the Currency, Lawrence O. Murray, has issued 
the following instructions to national bank examiners: *‘In order to pro- 
tect depositors and other creditors, it recently became necessary to force 
a national bank into voluntary liquidation after its solvency had been 
restored by a contribution from the directors. It is believed that this 
bank was actually insolvent for at least two years before its suspension, 
the examiners being unable to determine its exact condition largely be- 
cause the management intentionally refused to keep a proper record of 
its business transactions. 

‘“During these two years the bank carried comparatively little past 
due paper. all of the notes having the appearance of being promptly 
paid or renewed. The bank had no Discount Register’ and the various 
earning accounts were kept in such a manner as to make it practically 
impossible to audit these accounts. 

‘By this method of accounting the management of the bank, with- 
out detection by the examiner, had the doubtful and worthless notes re- 
newed with the interest added to the note at the time of renewal. This 
interest on worthless paper, which had not been collected, was credited 
to some one of the earning accounts, and, as dividends were regularly 
paid, this practice resulted in paying the capital out to shareholders in 
dividends. 

‘‘Every national bank must keep a set of books from which the exami- 
ners can determine its exact condition. 

‘“ If, on your next round of examinations, you find a bank the exact 
condition of which is not clearly shown by the various books in use, you 
will please report that fact by telegraph to this office and advise the 
management of the bank that it will be given thirty days in which to in- 
stall the necessary books. At the end of that period you will return to 
the bank at its expense for the purpose of determining whether or not 
compliance has been made with your instructions, and if, upon your re- 
turn, the necessary books have not been installed, you will remainin the 
bank at its expense until such books are installed under your direction 
and supervision.’’ 











ALABAMA’S BANKING LAW. 


HE bankers of Alabama are making an earnest effort to have the 
legislature enact a revised banking law at the present session; the 
draft of the same shows that they are alive to the needs and appre- 
ciate the valuable features of the laws of other states. The pur- 

pose is to create a distinct department for the supervision of the business, 
regulate the incorporation and conduct of banks and the operations of 
private bankers, provide forexaminations and reports, establish a simple 
system for the liquidation of insolvent concerns, restrict loans and fix 
reserves. 

As a whole the plan is unquestionably commendable, and if enacted 
in the present shape, will be a great improvment upon existing condi- 
tions, even though certain details could with advantage be modified. 

Thus, while creating the office of Superintendent of Banks, the bill 
prescribes that he shall be only one member of a board of three to be 
known as the Banking Board, of which the other two members are to be 
bankers. While it is true that the functions of the latter are limited, 
there appears to be enough division of responsibility and power to render 
the execution of the law less satisfactory in the long run. Experience 
has shown that the best results are obtained by concentrating responsi- 
bility upon one official and avoiding the possibility of his shifting it upon 
others. 

The provisions requiring the consent of the Superintendent before 
any banking business may begin, are admirable, and the reasonable 
qualification of the power of that official, which is made subject to appeal, 
is quite proper. 

Since capital is to be fully paid in before beginning business, the fix- 
ing of a minimum of $10,000 for places having a population of 1000 or 
under, seems unwise. Many small places are without facilities, and there 
should be encouragement given to the people there to supply them. If 
the minimum were fixed at $5,000 the result would be beneficial. The 
law could provide that the capital must be enlarged as the business reaches 
a certain figure, if there is a fear that there may be too little protection. 
It is true that the permission to open branches under proper restrictions 
might relieve the situation; but there again the limitation would apply, 
and no place which could not at the outset prove profitable for a $10,000 
bank would receive the benefits, except through private bankers, which 
it is assumed that the bill does not contemplate encouraging unduly. 

The supervisory functions are clearly outlined and in some respects 
go farther than those of other states. It is noted that the evil of per- 
mitting a bank to learn in advance when it is to be examined is to be 
eliminated; this frankly and sensibly covers a point too often overlooked. 











16 THE BANKING LAW JOURNAL. 


Upon the other hand the restriction upon the Superintendent to ask for 
statements of condition only ¢hree days back of the date of his call appears 
too rigid. 

The restrictions upon loaning and acquisition of shares of other banks 
are upon sound lines; but no provision appears restraining the invest- 
ment in the stock of other classes of corporations. 

The fixing of reserves at 15 per cent., but only two-fifths thereof in 
cash, is reasonable for the banks in general; but as those in the chief 
centers will probably become reserve holders for the others, it would 
seem desirable to increase the ratio of actual cash to be held by them. 

Most banking laws prescribe forms of oaths for directors; this has, 
perhaps inadvertently, been omitted in the bill. Since in several particu- 
lars the state assumes supervision over the personnel, even of stockhold- 
ers, the inclusion of such a provision appears logical and desirable. 

This bill undertakes to legalize the issue of clearing house loan certi- 
ficates of any denomination; this is substantially providing for a limited 
issue of circulating notes, and trenches upon the terms of the Federal 
statutes. Of course it may be regarded in the same light as the existing 
provision in the New York law, which authorizes the issue of notes by 
banks under certain conditions, but remains a dead letter owing to the 
Federal tax. The Alabama provision is carefully drawn, and would be 
regulative in application; in the absence of all regulation this is com- 
mendable; and since the Federal Government has never exercised its 
power to restrain the issue of loan certificates (if it actually exist) it may 
be regarded a useful feature. Ifit is contrary to the Federal law it would 
merely be inoperative. 

The penal sections of the bill appear too drastic, in those cases where 
they leave the courts no alternative of fining; imprisonment is fixed. 
Experience shows that many cases of violations of laws are of a character 
that calls for, discretion in the courts in imposing penalties; and while 
all must sympathize with the desire of the authors of the bill, to make 
the worse violations definitely punishable by imprisonment, there is to 
be considered the fact that, when too severe, penal statutes are often not 
enforced at all. It is conceded however that it is difficult to devise a 
law to meet the crying evils aimed at without bringing about inequitable 
results in some cases. 

It is proposed that any person, whether interested in a bank or not, 
shall have the right to submit criticisms of the management, etc., of a 
bank to the department. This is a frank recognition of the fact that 
banks are quasi public institutions, and that the community in general 
has an interest in having them properly conducted so that the business 
conditions may not be disturbed. 
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THE CREDIT OF NATIONS AND OUR FOREIGN 
BALANCES. 


BY MAURICE L. MUHLEMAN, 
Author of ** Banking Systems of the World,” etc. 


‘NE of the most recent pamphlets published by the National 
Monetary Commission, contains exceedingly interesting discus- 
sions of two subjects: 

The Credit of Nations, by Mr. Hirst, editor of the London 
Economist. 

The Trade Balance of the United States, by Mr. Paish, editor of 
the London Sfazzst. 

As the titles indicate, these papers cannot fail to be of value in 
the discussion of the larger field of finance, both national and inter- 
national; and there arecertainly not many men who could have con- 
tributed more intelligently to that discussion. The two journals 
which those authors direct, are regarded as the greatest in their 
field throughout the English-speaking world, and by the leaders in 
the financial world in countries speaking every other language used 
in commerce. 

The first paper deals with the debts and credit of Great Britain, 
Germany, France and the United States; the subject of the second 
is fully stated in the title. The debts of the three leading European 
countries have only an academic interest for our people, hence the 
other topics are to be given more extended consideration. The only 
point that is of special interest is that, in general, our national credit, 
measured by the income yield of our bonds, is higher than that of 
the other leading nations. Thus, for 1907, Mr. Hirst gives the fol- 
lowing figures: Great Britain 2.9 per cent., France 3.1 per cent., 
Germany 3.7 per cent., United States 2.2 per cent. Of course he 
does not omit to call attention to the fact that our 2 per cent. bonds 
have an artificial market value due to the needs of national banks for 
them. 

The discussion of our debt, which begins with the Revolutionary 
issues, is concise and critical; nothing particularly new is contributed, 
for the very good reason that our own writers, whom the author 
quotes freely, have so fully covered the subject. The value of the 
paper therefore lies almost entirely in the confirmation of the opin- 
ions of our own critics by a recognized international expert. 

The fact that the management of our modern debt has been 
greatly influenced by our currency conditions, is brought out specifi- 
cally. Thus our greenbacks, our treasury notes issued to buy silver, 
and our national bank notes, created conditions which prevented a 
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scientific handling of the debt. Mr. Hirst points out that for the 
maintenance of our greenbacks at par we issued $362,000,000 bonds 
with interest obligation of an equal amount, whereas the greenback 
debt was only $346,000,000. He also repeats the statement, officially 
prepared in 1908, but not widely published here, that the cost of the 
greenbacks was fully $1,081,000,000. 

Another point brought out is that owing to the desire to continue 
our bank currency we have omitted to keep up our sinking fund pay- 
ments. The author might have added that we have by this policy 
fostered currency inflation. 

A discussion of our state, county and municipal debts, with ne- 
cessarily incomplete statistics, but accompanied by useful presenta- 
tions of debt management methods of individual cities, forms a con- 
siderable part of the paper. What may prove of special interest to 
many, isa short resume of the borrowings of the Confederate gov- 
ernment during the Civil War, indicating that the note issues reached 
$700,000,000 and bonds probably more than half that sum. 

Attention is directed to the fact that the credit of our states and 
cities has so steadily advanced in the past forty years, despite the 
enormous sums which have been borrowed by municipalties. Since 
most of these latter debts have been incurred for municipal works 
yielding revenues, the issues have not operated to depress their 
market values,even though they haveoccasionally been injudiciously 
applied Furthermore the sinking fund obligations have, in general, 
been sacredly maintained. Thus the fact that New York City hada 
debt of $156.82 per capita, and Boston’s reached $122.01, (in 1909) 
has not materially affected their credit. 

Coming now to Mr. Paish’s paper, much of direct interest to us 
will be found therein. It is not necessary to agree with all of his con- 
clusions to appreciate the sincerity and value of this contribution to 
our knowledge concerning our international balances. It should, 
however, suggest to the Monetary Commission the need for a more 
thorough study of the subject; for it is left in a condition that leads 
to many doubts, as it is by no means conclusive. 

The author has been influenced by--the same tendency so often 
found among our own writers on this topic, to make the sum of our 
obligations abroad very large. In the.estimates which he presents 
it is quite clear that he has not merely followed the lead of those who 
have preceded him in making up data, but has given the subject in- 
dependent critical study. But his conclusion that the permanent, 
as distinguished from the floating, deUt of the United States abroad 
amounts to $6,000,000,000 appears unwarranted. That the amount 
of floating obligations, which changes during each year, frequently 
reaches $400,000,000, may be conceded. 

As has been heretofore stated in the JourNaL, there are no posi- 
tive data upon which to base the estimate of the foreign liabilities. 
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There are only available certain statistics that may be used, with 
caution, in constructing estimates, just as the scientists reconstruct 
the frame of a dinosaur, when they discover a few of its bones. 

The chief element in such an estimate is the trade balance If 
the exports of a country continue in excess of the imports and the 
settlement, which must be made in gold, is not evidenced by an im- 
portation of yellow metal, the inference is that the excess exports 
are used to pay debts or that the value represented is loaned abroad. 
Which of these results follows depends upon the circumstances at 
the time the transactions take place. 

It is conceded that the United States is still a ‘‘debtor nation;”’ in 
other words capital is still in demand here and is procured from 
abroad, at times in large sums. Hence it is to be inferred that, in 
general, we are not loaning capital to other nations, having much 
more use for it at home; in fact we appear to have too little. Never- 
theless, we have some foreign investments ourselves, which Mr. 
Paish estimates at about $1,500,000,000 in the aggregate. 

It is conceded that for some years after the financial disturbances 
of 1893 we did not increase our foreign obligations; indeed this crisis 
caused such a fall in the market values of our securities and such a 
loss of confidence in our solvency, that hundreds of millions of the 
bonds and shares held abroac came back to us. Relatively speaking, 
we never held so large a part of our own securities as in the period 
from 1893 to 1900, and we acquired foreign holdings at low prices. 

It is further conceded that after 1901 we again began to borrow 
abroad, and quite heavily. To determine how much we now owe, 
we must add our borrowings during the past decade to the sum 
which we owed at the beginning of that decade (say 1901),an unknown 
quantity. 

Let us consider what our probable borrowings since 1901 have 
been; in order to compare with Mr. Paish’s figures the estimates will 
be confined tothe period ending with 1909. During these eight years 
our exports of merchandise and silver exceeded the imports by 
$3,864,000,000; we imported $177,000,000 more gold than we exported; 
we had thus a credit to be accounted for, of $3,687,000,000. Accord- 
ing to Mr. Paish we used up this credit of approximately $462,000,000 
annual average, and in fact found it insufficient to cover our annual 
obligations arising from interest due by us, tourists’ expenses, re- 
mittances by immigrated foreigners to relatives abroad, and freight 
money paid to foreigners who do almost all of our carrying. The 
estimate of these debits is placed by him at $595,000,000 met for 
1908-9, divided thus: 


Interest, . . . . . . « « + + « + $250,000,000 
CO, a re 
MRomittamees,. . . - «+ « « « « « OGG OR 


Freights,. ...... .. . . « 28,000,000 
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Were we to take these figures as a basis foreight years, we would 
have an annual net debit of $133,000,000 to be carried, making : 
$1,064,000,000 for eight years. Omitting the temporary carrying 
over, this would mean that we owed in 1901, somewhat less than 
$5,000,000,000 which is a sum far in excess of the probable actuality. 
Moreover, if we were to assume the figures given above for 1908-9 
as probably correct, we would still have to conclude that it is far 
above the annual average for the eight years; it is almost certain to 
have been an annually increasing sum after 1901. 

During the eight years preceding, our credit established by ex- 
cess exports of merchandise and silver was $3,282,000,000 and we 
imported not less than $100,000,000 in gold, leaving our net credit 
nearly at the figure of $3,200,000,000, an annual average of $400,- 
000,000. It being conceded that we were then, in general, paying 
off rather than borrowing; were economizing in our expenditures in 
the matter of ‘‘globe-trotting;’ had no such large remittances by 
those who had come here, to their people abroad; and that our inter- 
est account was far below the estimate for 1908-9; it may be inferred 
that we were able to use our credit very largely to diminish our 
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debits. 
It seems clear, therefore, that the estimate that we owe abroad 
something like $6,000,000,000 does not rest upon any basis suscepti- 


ble of being practically demonstrated, even after conceding that we 
have been lavish to absolute extravagance and that our interest charge 
ishigh. The exaggeration of this debt in discussions has probably 
no direct influence upon our prosperity and will not materially affect 
our economic policy; the actual facts, which must remain unknown 
for the time being, work out the results without legislative action. 
So long as we continue solvent ourcreditors will not call for payment 
and we shall continue to be welcome borrowers when we want capi- 
tal for legitimate enterprises. It matters not, in these respects, 
whether sum due be $4,000,000,000,01 $5,000,000,000 or $6,000,000, 000. 

Upon the other hand we should show sufficient interest to get at 
the data fora proper and more nearly conclusive estimate, and the 
Monetary Commission should have the work done. There is much 
material available that has never been gathered for this purpose. We 
ought to know more about the subject than we do and we could know 
more if the Commission were seriously inclined to get more facts to 
demonstrate the probable conditions. If Mr. Paish’s paper shall 
arouse sufficient interest to bring about such an investigation as will 
accomplish this, he will have rendered usa distinct service, not only 
in having written the paper, but in having over-estimated the 
amount of our debt abroad. 
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THE NEGOTIABLE INSTRUMENTS LAW. 


A SERIES OF PRACTICAL ARTICLES RELATIVE TO THE 
LAW OF NEGOTIABLE INSTRUMENTS. 
CITING RECENT AND IMPORTANT DECISIONS. 
(These articles were commenced in the July, 1909, issue.) 


BY JOHN EDSON BRADY, OF THE NEW YORK BAR. 


lll. CONSIDERATION OF NEGOTIABLE INSTRUMENTS (Continued). 
ACCOMMODATION PAPER.* 

Notice to holder of accommodation character immaterial. 

When obligation attaches. 

Accommodation paper of mercantile firms. 

Accommodation paper of corporations. 

5. Accommodation paper of agents. 

3. Accommodation paper of married women. 
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1. Notice to holder of accommodation character immaterial.—An 
accommodation bill or note is one to which the acceptor, drawer, 
maker, or indorser has put his name without consideration, for the 
purpose of accommodating by a loan of his credit some other person 
who is to provide for the bill or note when it falls due. Ordinarily 
the accommodation party is liable to the holder, notwithstanding 
that the holder, at the time of taking the instrument, knew him to 
be only an accommodation party. 

The law will not permit the accommodation party to set up the de- 
fense that his signature was given without consideration (except as 
against the party accommodated), for that would defeat the very 
purpose for which it was given. In respect to a third person, the 
law considers him in the character he has assumed and will not per- 
mit him to allege that the paper to which he gave his name was an 
imposition, nor to gainsay its reality by proof that it was a fiction. 

It was said in Packard v. Windholz, 88 N. Y. App. Div. 365, where 
an accommodation indorser set up the defense that the holder, at the 
time of taking the instrument, knew of the indorser’s accommodation 
character: ‘‘ The defendant expected that the note was to be negoti- 
ated for the benefit of the maker. He indorsed at his request, and 
the note was put in circulation not only with the legal contemplation 
of the contract of indorsement entered into by the defendant, but as 
he, in fact, intended. To be-sure, the plaintiff knew the note was 


* Norr.—In the preparation of this article liberal use has been made of the 
article on Accommodation Paper published in Volume I. of the American and English 


Encyclopaedia of Law and Practice. 
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to be used for the benefit of the maker, and that the defendant in- 
dorsed for his accommodation. These circumstances do not relieve 
the indorser from the effect of his contract. One cannot enter into 
this contract knowing that he is indorsing solely for the benefit of 
another and then shield himself from the enforcement of the agree- 
ment because the purchaser is apprised that the indorsement is with- 
out actual consideration. Such a construction of the contract of in- 
dorsement would impair materially the transfer of commercial paper 
and nullify the effect of the contract.” 

The rule is thus expressed in section 55 of the Negotiable Instru- 
ments Law: ‘‘Liabiltty of accommodation party.—An accommodation 
party is one who has signed the instrument as maker, drawer, acceptor 
or indorser, witnout receiving value therefor, and for the purpose 
of lending his name to some other person. Sucha person is liable 
on the instrument toa holder for value, notwithstanding such holder, 
at the time of taking the instrument, knew him to be only an accom- 
modation party.” 

2. When obligation attaches.—No obligation whatever attaches to 
accommodation paper until it has been negotiated and passed into 
the hands of a holder for value. From this it follows that the accom- 
modation party may revoke the instrument at any time before it has 
been negotiated. Such a revocation, however, only affects one who 
takes with a knowledge of what has been done. It cannot prevent 
a recovery on the instrument by an innocent holder for value. The 
death of the accommodation party before the instrument has been 
issued is a revocation, anda party who afterwards takes the instru- 
ment with knowledge of its accommodation character cannot recover 
against the estate of the deceased accommodation party, even though 
he was ignorant of the death of the party at the time when he took 
the paper. But, if he took the paper without knowledge that it bore 
an accommodation signature, he may recover, and this is so even 
though he had knowledge of the death of the party. 

A promissory note, made for the accommodation of the payee, 
and transferred by him before maturity to a third person at a dis- 
count, which made the interest reserved forty per cent. per annum, 
is not enforceable by the transferee against the accommodation maker. 
‘* The note,’ said the court, ‘‘ did not represent a legal transaction. 
It had no legal existence when sold to the plaintiff, and having no 
legal existence could not be the subject of sale and purchase. In 
point of law the sale ofaccommodation paper is merely aloan of money, 
the purchaser being the lender and the seller the borrower.” Strick- 
land v. Henry, 66 N. Y. App. Div. 23. 

In Eastman v. Shaw, 65 N. Y. 522, the rule is stated in this form: 
‘*One who takes a note at its inception at a greater discount than 
the legal rate must be conclusively presumed to have intended to 
loan, as the transaction can have no other character. His want of 
knowledge that the note takes its inception in his hands is immaterial.” 
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3. Accommodation paper of mercantile firms.—It was remarked 
above that the liability of the accommodation party is not affected 
by the fact that the taker of the instrument is aware of the fact that 
he signed for accommodation only. There are, however, certain 
cases in which the liability of the accommodation party depends upon 
whether or not the taker has notice. Thisis the situation where the 
accommodation signature is that of a mercantile firm or corporation. 
In such cases the last clause in section 550f the Negotiable Instru- 
ments Law, declaring notice to the holder of the accommodation 
character of some other party to the instrument to be immaterial, 
does not apply. 

There is no implied authority for a partner to execute accommo: 
dation paper in the name of the firm for the reason that it is no part 
of the business of a mercantile firm to accept, make or indorse bills 
or notes for the accommodation of others. Therefore, an accommo- 
dation instrument, accepted, made or indorsed by one member of a 
firm without its consent, cannot be enforced against the firm by one 
who took it with knowledge that the firm’s signature was for accom- 
modation. As stated, the holder, to be precluded from recovering 
against the firm, must have had notice of the fact that the firm’s sig- 
nature was for accommodation. Sufficient notice is sometimes con- 
tained inthe instrumentitself. For instance, a debtor gave his cred- 
itor notes of a third party, which the creditor discounted on his own 
indorsement, but had totakethem up whenthey felldue. Thedebtor 
then gave the creditor other notes of the same person, but with the 
name of a firm to which the maker belonged written across the back. 
It was held that the parties must be supposed to have the previous 
debt in view, and that, therefore, the creditor had notice from the 
form of the instrument that the firm name was a mere accommoda- 
tion. Moynahan v. Hanford, 42 Mich. 349, 3 N. W. Rep. 944. 

Since every member of a mercantile firm has the power to accept, 
make, draw, or indorse negotiable paper for partnership purposes, 
a bona fide holder for value without notice has the right to presume 
that the firm name was signed in the usual course of the partnership 
business (if it is not apparently out of the scope of such business), 
and to hold the firm liable upon its signature, although such signa- 
ture proves in fact to have been affixed by one partner by way of ac- 
commodation merely. 

It should be added that one partner may, with the consent of his 
copartners, execute accommodation paper. The burden of proving 
such consent is upon the person who takes the partnership paper with 
knowledge of its accommodation character. Evidencethata member 
of a firm, signing accommodation paper for a third person in the 
name of the firm, was in the habit of drawing, accepting or indors- 
ing paper forthe accommodation of others in the firm name, either 
with the approbation of his partners, or without their dissent, is suf- 
ficient to bind the firm on the paper in question. 

As for the partner who executes accommodation paper in the 


firm name without authority, he is personally liable upon the paper 
in the same manner and to the same extent as though he had signed 
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his individual name instead of that of the firm. And he is liable to 
the firm for any loss sustained by reason of his illegal act. 

4. Accommodation paper of corporations.—In general the same rules 
which govern accommodation paper issued in the name of a firm 
apply to paper whereon the accommodation party is a corporation. 
A corporation has no implied power to bind itself by becoming an 
acceptor, maker, or indorser of accommodation paper for the benefit 
of other persons, and such paper, in the hands of one who has no- 
tice of its accommodation character, is unenforceable. 

The National Bank of Newport sued the Snyder Manufacturing 
Company, 117 N. Y. App. Div. 370, ona promissory note for $5,000, 
on which the name of the defendant appeared as maker. It was 
shown that the defendant signed the note without consideration and 
for the accommodation of the payee. The maker being a corpora- 
tion, the burden was then upon the bank to show that it had no 
knowledge at the time of discounting the note that the defendant 
was an accommodation maker. This the bank was unable to do, and 
it could not, therefore, recover against the defendant on the note. 

Banks, like other corporations, have no power to bind themselves 
by executing accommodation paper, and they are not liable on such 
paper to a holder who has notice of its character. 

As the general power to make and indorse commercial paper is 
among the implied powers of private corporations, the innocent pur- 
chaser for value of commercial paper, signed or indorsed by a cor- 
poration, has a right to presume that it is paper made in the usual 
course of business and binding on the corporation, and he can, there- 
fore, recover upon a bill or note signed by a corporation to accom- 
modate some other party. 

5. Accommodation paper of agents.—Agents sometimes sign the 
names of their principals to negotiable paper for the accommoda- 
tion of a third party. Ifthe agent has sufficient authority the prin- 
cipal is, of course, liable just as he would be had he signed the in- 
strument personally. But a general power to issue or indorse com- 
mercial paper on behalf of his principal does not give an agent power 
to bind his principal by issuing or indorsing accommodation paper. 
However, where the agent has exceeded his power in this respect, 
and the paper comes to the hands of an innocent holder for value 
without notice, the principal can be held. 

6. Accommodation paper of married women —Questions often arise 
as to the rights of the parties to a negotiable instrument whereon a 
married woman has affixed her signature for accommodation. The 
matter is largely governed by the statutes of the various states, 
which are by no means in harmony. At common law a married 
woman could not make, accept or indorse commercial paper; nor 
could she becomea surety for her husband, or any oneelse. Under 
the statutes of some of the states, Indiana and New Jersey, for in- 
stance, it is expressly provided that a married woman shall not be- 
come an accommodation party to commercial paper. Statutes of 
other states give her the power to contract with everybody but her 
husband, no exception being made in the case of accommodation 
paper. Under these statutes it is clear that a married woman is 
bound on an accommodation indorsement made by her toa holder in 
due course who is not her husband, even though the indorsement 
was for the accommodation of her husband or of a firm in which he 
is a partner. 





This Department embraces all the newly decided cases of importance to 
bankers, bank counsel and bank directors. The experiences they disclose 
are likewise worthy the careful attention and study of the merchant, 
the depositor and the bank student seeking advancement. Further infor- 
mation regarding any case published will be furnished on application. 





DUTY OF DEPOSITOR TO BALANCE PASS BOOK AND 
EXAMINE BANK STATEMENTS. 


National Bank of Commerce of Tacoma, Wash., v. Tacoma Mill Co., United States Circuit Court of 
Appea's, October 3, 1910. 182 Fed. Rep. 1. 


An employee of a mill company, instead of depositing checks sent to the com- 
pany, had them cashed without authority at the bank and appropriated the proceeds. 
These checks were not entered in the company’s books when received, this matter 
being in charge of the same employee. In some instances he used the proceeds of 
one check to cover former defalcations, The company ascertained the extent of the 
fraud by writing to its customers. It was held that the company was not negligent 
in failing to discover the embezzlement and notify the bank, and that the bank was 
responsible for the loss. 


Action by the Tacoma Mill Company against the National Bank 
of Commerce of Tacoma, Washington. Judgment for plaintiff, and 
defendant bringserror. Affirmed. 

The action was instituted to recover moneys alleged to have been 
wrongfully paid to one F. Pinkham upon certain checks and drafts of 
which the mill company was the owner. The mill company had for 
along time deposited its moneys, checks and drafts with the bank, 
and had kept a deposit account withit. The complaint, among other 
things, sets out: That, for the purpose of indorsing such checks for 
deposit, plaintiff and the bank adopted a stamp bearing the legend, 
‘* Pay to the order of Nat'l Bank of Commerce, Tacoma Mill Com- 
pany, by , Cashier,” and this legend was stamped upon the back 
of said checks and signed in the blank space provided therefor, ‘‘ F. 
Pinkham.”’ That thereupon the checks would be delivered to the bank 
and the bank would credit deposit account of plaintiff and proceed 
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to collect the checks; but if any of them were not honored the amount 
thereof would be charged back to such account. That plaintiff, in 
the course of its business, received a large number of checks, among 
others certain checks which are particularly specified. That said 
checks, on or about the date of their receipt by plaintiff, were duly 
indorsed for the purpose of deposit, in the customary manner, by 
said F. Pinkham, and were presented to the bank, but that the bank, 
instead of placing the amount of such checks to the credit of plain- 
tiff in its deposit account, did, without the authority of plaintiff, de- 
liver and turn over to Pinkham the amount thereof in coin or cur- 
rency. That thereafter, to wit, about September 1, 1908, Pinkham 
absconded without having paid to plaintiff the moneys thus received 
from the bank. And that the defendant bank has collected the 
amount of such checks, and has failed to account to plaintiff therefor. 

The answer sets up that those certain checks described in the com- 
plaint were presented by Pinkham to the bank, in the usual course 
of business, stamped with the specified legend and signed by the 
said F. Pinkham, that the defendant did pay the amounts of said 
checks in cash to Pinkham, and that said Pinkham was fully author- 
ized, and held out by plaintiff as authorized, to cash said checks and 
receive the money therefor, and defendant denies that such checks 
were duly indorsed for the purpose of deposit, or that they were paid 
without authority of plaintiff. Fora further defense, it is alleged, 
in effect, that all deposits made by Pinkham as cashier of plaintiff 
were entered in a passbook furnished by defendant to plaintiff; that 
said passbook was balanced monthly, and settlements of said account 
were made during the time that said checks were cashed; that, had 
Pinkham dealt with said funds or checks in an unauthorized manner, 
plaintiff, by the exercise of ordinary care in its business and in the 
examination of said monthly settlements, could and would have dis- 
covered the same; that had plaintiff exercised ordinary care in keep- 
ing its accounts with its customers, in the monthlv settlements with 
defendant, or in the examination of said passbook, it would have dis- 
covered any and allalleged unauthorized acts of Pinkham; and that 
it was grossly negligent in omitting and failing to notify the defend- 
ant bank of Pinkham’s peculations, and defendant was wholly with- 
out fault or negligence in paying such checks and drafts. 

The bank rendered monthly statements of account to the mill 
company, and returned all checks drawn on the bank during the time 
covered by the statements. When these statements were rendered, 
the mill company through Mr. Phillips, the bookkeeper, would check 
them over with its books to verify their accuracy. In this relation 
Mr. Phillips says: ‘* When the bank’s statement corresponded with 
the cashbook and checkbook, and no irregularities occurred in the 
bank’s statement, it is not customary for business houses to go to the 
ledger account and check back for the purposes of verification.” 
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As to the checks, Mr. Hill, the manager, describes what happened 
as follows: ‘* The checks were not placed to the credit of the ac- 
count, and he would not enter them. We would not know whether 
they would come in or not. * * We sent out statements on the first 
of every month, but apparently these never reached the customers 
* * that had previously remitted. The statements would be passed 
on to Pinkham to be signed up. They would be made out by the 
bookkeeper and looked over by me and passed on to Mr. Pinkham. 
* * The books of account do not show any credits in respect to the 
several accounts covered by the checks in evidence, except in respect 
to the Mandan Mercantile Company account. That account shows 
it was credited and closed. That check came in probably the 9th or 
10th of March, but the money was not credited to the account until 
some time in April. 1f the check had been deposited, the credit 
should have been given the day of the deposit or probably a day or 
two preceding. That was made up presumably from (the proceeds 
of) some other checks.” 

Wo tverton, District Judge (after stating the facts as above). 
While this is ostensibly an action to recover for cash items alleged 
to have been wrongfully paid by the bank to an agent of the plaintiff 
unauthorized to receive the same, yet it involves an account between 
the bank and the plaintiff, wherein, by the theory of plaintiff, the 
items should have been included by placing them to the credit of 
plaintiff instead of paying them out, as was done. The defendant, 
after putting in issue the alleged want of authority of the agent to 
receive such cash payments, answers in effect that, by reason of the 
giving out of the passbook by defendant to plaintiff, and the monthly 
balancing thereof and settlements concerning the same, an account 
was stated from time to time between the parties, and that plaintiff 
is now estopped to question the verity of such account. This is in 
short what is left of the entire controversy between the parties. It 
all hinges about the effect of the use of the passbook, the monthly 
statements made by the bank concerning the transactions with the 
plaintiff, and the plaintiff's acts and conduct with respect tosuch state- 
ments of account. It is further asserted, in the same connection, 
however, that, if it be true that Pinkham dealt with the checks and 
funds of the plaintiff in an unauthorized manner, plaintiff, by the 
exercise of ordinary care in its business and in the examination of 
the passbook and the monthly statements made by the bank in con- 
nection therewith, could and would have discovered the same, and 
that it should therefore have notified the bank of the irregularity,and 
thus have protected it against further payments to Pinkham, and 
that, because of plaintiff's negligence in this particular, the bank 
should not be held liable upon such subsequent payments. 

Two principal questions are presented upon the record: 

First, it is urged that it is a depositor’s duty to check and com- 
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pare the statements furnished by the bank, purporting to show the 
state of his account, with his books of account, and to make such in- 
vestigations as will enable him to verify such statements, and there- 
by to detect any inaccuracy concerning them. It is insisted that, 
had this rule been observed, Pinkham’s misconduct would have been 
discovered in April or May, 1907, and further loss would have been 
prevented; hence that plaintiff is not entitled to recover for checks 
thereafter cashed by Pinkham. 

Second, it is urged that it was incumbent upon the plaintiff to ex- 
ercise reasonable care in supervising the acts of Pinkham, its agent, 
and especially that part of the duty assigned to him in checking up 
the bank statements, and that, had the plaintiff performed its duty 
in this regard, it would readily have discovered the peculations of 
Pinkham in April, and, for this further reason, that recovery should 
not be had for checks cashed subsequent to that date. 

Appropriate instructions to the jury were framed to cover these 
contentions, but the court refused to give them, and error is assigned. 

The question, as it respects Pinkham’s authority to receive these 
cash payments as agent of plaintiff, whether real or apparent, was 
fully submitted to the jury by clear and pertinent instructions, and 
the jury found against the defendant on that issue; that is to say, 
they found that Pinkham possessed no such authority from plaintiff. 

We have first to determine what was the plaintiff’s duty toward 
the bank in the examination and verification of the bank statements, 
rendered monthly, in connection with the passbook, and whether 
what it did or omitted to do in that relation has estopped it from re- 
covering any part of the moneys sued for. 

Without discussing the doctrine of estoppel, and the principle upon 
which it is based, we may here assume that, if it was the duty of plain- 
tiff to examine these bank statements as rendered, and if, by such ex- 
amination as plaintiff was bound to give them, a disclosure of Pinkham's 
irregular actions in cashing these checks would have resulted, then 
plaintiff would be obliged to notify the bank thereof, and by neglect 
sotodo would be estopped to recover for payments subsequently made. 
We say by such examination as the plaintiff was bound to give tothe 
statements rendered by the bank in connection with the passbook, 
because the special inquiry is: What was the plaintiff's duty in that 
particular ? 

It has long been the usage of banks to give out passbooks to their 
customers, in which the latter are credited with their proper deposits. 
These passbooks are sent in as occasion may seem to demand, often 
periodically and by request of the bank, as well as upon the volition 
of the depositors, and are posted, or statements returned with them, 
along with the paid checks or vouchers, showing the condition of the 
depositor’s account upon the books of the bank. It matters little 
whether the passbooks are sent in voluntarily or by request of the 
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bank to be posted—the purpose and effect of the statements rendered 
by the bank in connection therewith are the same. They not only 
afford a means whereby the depositor may discover errors to his preju- 
dice, but furnish evidence in his favor in the event of dispute or liti- 
gation with the bank. They serve to protect him against the care- 
lessness and fraudof the bank. The right thus accorded by banks 
to frequent accountings in this manner, so that the depositor may 
keep informed as to the condition of his account as it appears upon 
the books of his depository, is one of such manifest advantage that it 
entails a correlative duty upon the depositor. It requires of him an 
examination of the account rendered, and, if errors or omissions be- 
come apparent, it is then incumbent upon him to bring them to the 
attention of the bank, by returning his passbook for correction, or 
by other convenient method. Otherwise, his silence will be regarded 
as an admission that the entries as shown are correct. 

In the light of the authorities, it is manifest that the depositor 
sustains such a relation to his banker as that he is bound to give heed 
to the periodical statements coming from the bank in connection with 
the return of his passbook showing the balancing of his account with 
the bank. If he interposes no objection to such statements, the pre- 
sumption naturally follows that he deems them correct. The bank 
has a right to rely upon such presumption, and to act upon it in the 
future. If, futhermore, transactions of an irregular character have 
been noted therein, such as the inadvertent payment of checks and 
drafts by the bank beyond the scope of express authority, it may be, 
depending upon the peculiar facts and circumstances attending the 
transactions themselves, that the depositor will be subsequently es- 
topped to deny the authority of the bank to make such payments. 
The duty thus devolving upon the depositor is one that he is entitled 
to perform by himself or through another. If he designates another 
for the purpose, he must exercise proper care and circumspection in 
selecting a person in whom confidence and trust may be reposed, for, 
unless he does, he may make himself responsible for the fraudulent 
acts of his agent. But, having used such reasonable and proper pre- 
cautions, he cannot be held liable for the deceitful and dishonest act 
of his agent, for the simpleand very potent reason that the agent is not 
his agent for such purposes. As to them, the agent is acting wholly 
without the scope of his authority. To many details of an extensive 
business, it is impossible for the owner or manager to give personal 
attention. Nor is it expected that he will set a watch over the par- 
ticular conduct of all his agents so that he will be personally advised 
of allthey may do. If he exercises the ordinary care and diligence 
that business men are wont to exercise in the selection of capable and 
honest agents, and is then ordinarily watchful in the general conduct 
of his business to detect dishonesty and fraud by those acting for him, 
that is all that those dealing with him can expect ordemand, What 
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an agent does for the principal, however, acting within the scope of 
his authority, becomes the act of the principal, and so it is that the 
knowledge of the agent, acquired in the legitimate discharge of the 
duty assigned him, must be deemed to be the knowledge of the princi- 
pal. But it is neither reasonable nor just to impute to the principal 
knowledge coming to the agent acting in disregard of his instructions 
or in fraud of his principal’s interests. It being the duty of the de- 
positor to examine the statements of his bank when periodically bal- 
ancing his passbook, it must follow that he is charged with knowledge 
of what those statements contain, whether he makes the ¢xamination 
in person or through an agent designated for the purpose. Logically, 
also, he must know the state of his »wn accounts, if regularly and 
honestly kept. He is not bound to know what a dishonest clerk may 
have inserted therein contrary to the fact, and with a purpose of de- 
ceiving and defrauding him; but he would be bound to know what 
the legitimate facts or entries would disclose if followed to their 
natural sequence in the exercise of ordinary business care and alert- 
ness. That is to say, if legitimate entries and the manner of their 
entry in books of account or books of business memoranda would be 
suggestive of other facts, or would lead to further inquiry before an 
ordinarily prudent man, acting in business concerns, would be satisfi- 
ed, then the principal must know what the inquiry would result in if 
the information at hand were followed to its natural tendency. 

Now, to apply these principles to the case inhand. We find that, 
when the passbook was written up and returned by the bank, Phillips, 
another clerk of the mill company, would check the statements over 
with the company’s books to verify their accuracy, and when the 
bank’s statements corresponded with the cashbook and the checkbook, 
and no irregularities appeared, he did not pursue the inquiry further. 
Nor was there any occasion to, the fact being all the time that the 
entries in the checkbook, and the items returned as deposited in the 
bank, stated the facts truly. The items appropriated by Pinkham, 
while they should have been placed to the mill company’s credit at 
the bank, and therefore should have appeared upon the company’s 
jeposit account, being withdrawn from the bank in cash, were not 
proper for entry in the bank account, either upon the debit or credit 
side thereof. Hence an examination of the bank’s written up pass- 
book, with a return of the checks ora list of the items deposited, 
would not reveal in any way the fact of the wrongful negotiation of the 
checks and drafts remitted to the mill company from its customers. 
There could be no suggestion whatever, from anything that appeared 
from these statements of account, or the lists made up by Pinkham 
for deposit, or the lists of deposit rendered by the bank, of any further 
transactions between the bank and the mill company. Unlike some 
of the cases of which note is taken here, where the balances on the 
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stubs of the checks issued were forced and an inspection would have 
disclosed the irregularity, the bank statements, in comparison with 
the checkbook and cashbook, exhibit a businesslike and satisfactory 
record, from which no suspicion of irregularity could arise. 

But it is strenuously urged that, as the Mandan Mercantile Com- 
pany received a credit on the 5th of April, 1907, and the item went 
into the cash account of the mill company, it being an item of payment 
which in the usual course of business should have passed to the credit 
of the mill company in the bank, the mill company should have taken 
note of the fact, and that, by pursuing the further inquiry which was 
subsequently pursued, and sending out to customers for statements 
of account, the peculations of Pinkham would have been disclosed, 
and thus the mill company would have been enabled to protectthe bank 
from further cash payments, and ought to have done so. We think, 
however, the duty of a depositor towards his bank in relation to the 
examination of the bank statements, made in connection with its writ- 
ing up and balancing the depositor’s passbook, does not reach to that 
extremity. The statements, as we have shown, are rendered for the 
purpose of advising the depositor of the state of his account. If 
those statements tally with the deposit slips made up by the depositor 
and the checks drawn against the bank, and if the balances agree one 
with the other, the depositor is not obliged to look further, nor to 
bear in mind some irregularity that may appear elsewhere in his gen- 
eral books, although a searching inquiry might lead to a discovery of 
the fraud. The present case is illustrative of the principle. The mill 
company was unable to ascertain what had happened, until it sent out 
to its customers for statements of their accounts and called in experts 
to determine the condition of its books. It was then discovered that 
the Mandan Mercantile Company credit was given on April 5th, which 
gave aclue tothe line of inquiry, and led toa discovery of the fact that 
that item did not appear in the bank deposit, as it should have done; 
and it was found that, if the items in the mill company’s cash account 
had been checked with the deposit account, it would have shown that 
this item had not been deposited, although it is probable the cash had 
been drawn from the bank, inthis particularinstance,and putinthecash 
drawer of the millcompany. The inquiry which the defendant would 
have had the plaintiff pursue to discover the fraud is collateral to an 
examination of the passbook and the record of checks drawn against 
the bank account, and it does not seem to us that the plaintiff was 
guilty of such negligence in relation thereto as that the question 
should have been submittedtothe jury. Wefind no error, therefore, 
in the court’s refusal to give the instructions requested by plaintiff. 

This disposes of the first and second points of plaintiff in error. 

The third point made is that the bank, under the circumstances 
shown by the evidence, cannot be charged with negligence for having 
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paid the customers’ drafts to Pinkham. The jury found that these 
drafts were paid by the bank without authority. That covers the 
issue, and disposes of it effectively. 

The fourth point is that the evidence shows a case of apparent or 
ostensible authority in Pinkham to cash customers’ drafts. This is 
also one of the very questions presented to the jury, and the defend- 
ant is concluded byits verdict. Thequestion was certainly not, under 
the evidence, one of law for the court. 

The next and last point made is that: 

‘The proof shows that in many instances Pinkham accounted for the proceeds 
of the customers’ checks cashed by depositing the same in the cash drawer. Inno 
instance of this kind can the bank be held liable, even though the proceeds of said 
checks were so used for the purpose of making good sums previously abstracted 
from the cash drawer.” 

Touching this question the court instructed the jury as follows: 

‘*It is not incumbent upon the mill company in order to make out its case to 
prove that Pinkham did not bring this money down to the office of the mill company 
or to prove that he did not use the money for the purposes of the mill company. If 
the millcompany has established, in addition to the admitted facts, that Pinkham 
cashed—if the mill company has established, as it has by the admitted facts, that 
Pinkham cashed—these checks and received the money, then unless a preponderance 
of the evidence shows that Pinkham was authorized to receive it, the plaintiff is en- 
titled to recover, because, under the circumstances, the bank has paid the money to 
a person who had no authority to receive it; and in this state of affairs the mill 
company was not bound totrace the money after it reached the hands of an un- 
authorized person, if, in fact, that money was paid to an unauthorized person. If 
Pinkham was unauthorized, and if in fact that money did reach the cffice of the 
company, that would be a matter for the bank to prove,because ifit once paid money 
to an unauthorized person it could only justify itself by proving that this money did 
reach this mill company or was otherwise used for the benefit of the mill company.” 


Finding no error in the record, the judgment below is affirmed. 


BANK ON WHICH CHECK IS DRAWN NOTA “HOLDER.” 


Waere check is forged, bank cannot recover money paid to innocent party. 


National Bank of Commerce vy. Farmers and Merchants’ Bank of Lincoln, Supreme Court of Nebraska, 
November 16, 1910. 128 N. W. Rep. 522. 


Action by the National Bank of Commerce of Lincoln against the 
Farmers & Merchants’ Bank of Lincoln. Judgment for plaintiff. 
Defendant appeals. Reversed and remanded. 

The plaintiff bank sued to recover the money which it paid to the 
defendant bank on a check, purporting to be drawn by a depositor 
of the plaintiff bank, but, in reality a forgery. 


Fawcett, J. The provisions of the negotiable instruments law 
which counsel claim apply are: ‘‘Every person negotiating an instru- 
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ment by delivery or by qualified endorsement warrants: (1) That 
the instrument is genuine, in all respects what it purports to be. 
(2) That he has good title to it.” 

What is meant by ‘‘ negotiating” an instrument within the mean- 
ing of the statute? Counsel answer that question by quoting section 
30 of article 3 of the negotiable instruments law (chapter 41, Comp. 
St. 1909), as follows: ‘*‘ Aninstrument is negotiated when it is trans- 
ferred from one person to another in such manner as to constitute 
the transferee the holder thereof.’ ‘To ‘‘negotiate” is defined in the 
Century Dictionary: ‘‘ To treat with another or others; * * to arrange 
for or procure by negotiation; bring about by mutual arrangement, 
discussion, or bargaining; * * to put intocirculation by transference 
and assignment of claim by indorsement, as tonegotiate a bill of ex- 
change; * * to dispose of by sale or transfer, as, to negotiate secu- 
rities.’”” In Wordsand Phrases, itis said: ‘‘To ‘negotiate’ means to 
conclude by bargain, treaty,or agreement; ** totransfer,to sell,topass, 
to procure by mutual intercourse and agreement with another, to 
arrange for, to settle by dealing and management. The power to 
‘negotiate’ a bill or note is the power to indorse and deliver it to 
another, so that the right of action thereon shall pass to the indorsee 
or holder. ‘ Negotiation’ means the act by which a bill of exchange 
or promissory note is put into circulation by being passed by one of 
the original parties to another person.” If A. gives B. a check on 
C. Bank, and B. presents the check at the counter of C., no negoti- 
ation isnecessary orhad. Hesimply demands and receives payment; 
but, if B. goes to D. store and buys a bill of goods, and tenders the 
indorsed check in payment, henegotiates the check. The difference 
is clear and well defined. The presentation by defendant of the 
check in controversy for payment was nota ‘‘ negotiation” of the check 
within the meaning of the statute quoted. 

Nor do we think that the payment by a bank of a check drawn upon 
it constitutes such bank a ‘‘ holder” within the meaning of the statute. 
Counsel cite 4 Words and Phrases, 3319, and Bowling v. Harrison, 
47 U. S. 248, 12 L. Ed. 425, insupport of their contention that ‘‘ holder” 
within the meaning of section 30, art. 3, supra, includes the payee 
ofacheck. The paragraph from Wordsand Phrases reads as follows: 
‘*Tne holder of commercial paper is a person having possession of 
the paper and making demand, whether in his own right or as agent 
for another, and includes a notary or a bank holding the same for 
collection.”” Bowling v. Harrison was not an action upon a check, 
but was an action by the indorsee of a promissory note against the 
indorser. The note by its terms was made payable at a particular 
bank. The second paragraph of the syllabus states: ‘*‘ The terms 
‘ holder’ includes the bank at which the note is payable, and the notary 
who may hold the note as agent of the owner for the purpose of mak- 
ing demand and protest.”” Inthisweconcur. But the difference be- 
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tween that case and this is marked. In that case the fact that the 
note had been placed by the indorsee in the hands of the bank, where 
by its terms it was payable, did not constitute a discharge of the note; 
but it isa very different matter when a check is presented to the bank 
upon which it is drawn, and is paid by such bank. Such payment dis- 
charges the instrument (section 118, c. 41, Comp. St. 1909), and the 
bank is not thereafter, within the meaning of the statute, a ‘‘ holder” 
of such check. 

No question of bad faith on the part of defendant bank arises in 
this case. It obtained a check from a well-known, reputable citizen 
of Lincoln in the regular course of business, and therefore is not 
within the exception in First National Bank of Orleans v. State 
Bank of Alma, 22 Neb. 769, 36 N. W. 289, 3 Am. St. Rep. 294. As 
stated in State Bank of Chicago v. First National Bank of Omaha, 
supra: ‘* We do not feel justified in expanding the rule announced 
in the Orleans Case.” We areentirely satisfied with our holding in 
State Bank of Chicago v. First National Bank of Omaha, supra, and, 
upon the authority of that case, the judgment in this case is reversed, 
and the cause remanded for further proceedings. 

Reversed and remanded. 


BANK’S LIABILITY WHERE CHECKS PAYABLE TO 
EMPLOYER ARE INDORSED BY EMPLOYE AND DE- 
POSITED IN HIS INDIVIDUAL ACCOUNT. 


Knoxville Water Co. v. East Tennessee National Bank, Supreme Court of Tennessee, November 12, 1910. 
131 S. W. Rep. 447. 


The cashier of a water company indorsed, without authority, checks payable to 
the company and deposited them in his own bank account. He afterwards drew 
the money out. The bank was held liable to the water company for the amount of 
the defalcation. 


Action by the Knoxville Water Company against the East Ten- 
nessee National Bank. From a decree for defendant, complainant 
appeals. Reversed, and decree entered for complainant. 

Green, J. This suit was brought by the Knoxville Water Company 
against the East Tennessee National Bank concerning the matters and 
things hereinafter set out, and from a decree in favor of the defend- 
ant the complainant has appealed to this court. 

The Knoxville Water Company is a Tennessee corporation en- 
gaged in the business of furnishing water to the inhabitants of Knox- 
ville and vicinity. It formerly had in its employ I. A. Martin, who 
was called the ‘‘ cashier” of thecompany. From September 26, 1906, 
to February 26, 1908, Martin deposited to his individual credit in de- 
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fendant bank five checks, drawn by customers of the water company 
in its favor, aggregating $2,392.54. These checks were drawn on 
Knoxville banks, payable to the order of the Knoxville Water Com- 
pany, were indorsed by Martin, ‘‘ Knoxville Water Co., by I. A. 
Martin, Cashier,” also indorsed by him individually, ‘*I. A. Martin,” 
were collected and passed to Martin’s personal account by the bank, 
and the proceeds checked out by Martin for private purposes, presu- 
mably. He afterwards proved a defaulter. 

It is insisted for the complainant that Martin was without author- 
ity to indorse for, or in the name of, the Knoxville Water Company, 
and, further, that these checks showed upon theirfacethat they werethe 
property of the water company,and that the bank, by taking suchchecks 
as these and allowing Martin to check out the proceeds for his own 
use, became liable to the water company, as one assisting in the mis- 
appropriation of trust funds with knowledge of theircharacter. Both 
propositions are controverted by the bank, and it denies that Martin 
was without authority to indorse the checks of the water company, 
and further denies that it was under obligations to look after the dis- 
position of the proceeds of these checks by Martin. 

We reach the conclusion that Martin was without express author- 
ity to indorse in the company’s name the checks, which are the basis 
of this suit, or any other checks. 

On the question of apparent authority, we wish to say that these 
deposits by Martin seem tous irregular and unusual, and they should 
have aroused the suspicion of the bank when made. For an employe 
to bring his employer's bills receivable to a bank with which the latter 
has no business relations, for the employe there to indorse them in 
his employer’s name, and for the employe to ask that such bills or 
checks be placed to his individual credit—such transactions seem to 
us to be so out of line with, and contrary to, the usual course of busi- 
ness, thatthey should have served to put the bank on sharp inquiry. 
We think this is true, whether the employe so offering such checks 
be president, manager, treasurer, or any other officer or agent of an 
employing corporation. And we think a bank, which under these 
circumstances accepts such a deposit to the individual credit of an 
employe, subject to his individual check and disposition in this way, 
has little ground upon which to urge that such an employe was thus 
acting within the apparent scope of his authority. 

Under the negotiable instruments law, a forged signature and a 
signature made without authority are put on the same plane in so 
far as passing title to paper is concerned. Both are wholly inopera- 
tive, and neither confer any right to retain the instrument, nor any 
consequent right to retain the proceeds of the instrument, if col- 
lected. 

Chapter 94, § 23, of the Acts of 1899 (the negotiable instruments 
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act), provides: ‘‘ Where a signature is forged or made without au- 
thority of the person whose signature it purports to be, it is wholly 
inoperative, and no right to retain the instrument, or to give a dis- 
charge therefor, or to enforce payment thereof against any party 
thereto, can be acquired through or under such signature, unless the 
party against whom it is sought to enforce such right is precluded 
from setting up the forgery or want of authority.” 

In the determination of this case, Martin’s indorsement of these 
checks must be treated just as a forged indorsement, although it is 
not technically so in the sense of the criminal law. 

It is the settled law in Tennessee that a bank, receiving and col- 
lecting a check upon a forged indorsement of the payee’s name, is 
liable to the payee for its proceeds, although the bank has fully paid 
over and accounted for same to the forger, without knowledge or 
suspicion of the forgery. 

Tne authorities are reviewed in the case of Farmer v. Bank, 100 
Tenn. 187, 47 S. W. 234, and it is there said that ‘‘one coming into 
possession of such paper, either unindorsed, or with a forged indorse- 
ment of the payee’s name, could not successfully resist the title of 
the true owner, or, if it has been converted into money, a demand 
for its proceeds.” The bank in that case received a check from a 
third party with the forged indorsement of the payee’s name. The 
check was on a bank in a different town, and the receiving bank col- 
lected it and placed it to the forger’s credit, permitting him to check 
out the proceeds. The bank was held liable upon the suit against it 
of the payee, for the amount of the check. 

Under the authority of this case, and in view of what we have 
previously said, we think the defendant bank here is equally liable 
to the water company for the amount of the checks concerning which 
this suit is brought. 

The very able argument made for defendant bank is based on the 
assumption that Martin had authority to indorse these checks. Hav- 
ing rejected the premises upon which this argument is builded, we 
need not, of course, followit in this opinion, or discuss it further. 

The fact that, under the proof in this record, other banks in Knox- 
ville, including the drawee banks of these checks, might have been 
held liable to the water company, by reason of their connection with 
these transactions, cannot be considered here. The company had a 
right to sue and to recover from the East Tennessee National Bank 
on account of these checks. The cross-equities, if any, among the 
banks, cannot be adjusted in this suit. 

It results that the decree of the chancellor will be reversed, and 
a decree entered here in favor of the Knoxville Water Company 
against the East Tennessee National Bank for $2,392.54, with interest 
from the date of the filing of this bill, and the costs of the cause. 
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CONSTRUCTION OF NOTE. 


Furstenfeld v. Furstenfeld, St. Louis Court of Appeals, October 24, 1910. 131 8S. W. 359. 





When the time of payment is left blank a note becomes due only upon demand, 
Where the time of payment and the rate of interest are left blank the insertion of 
a figure 8 in a blank intended for other purposes will not cause the note to draw 8 
per cent.interest. It draws legal interest, and that from demand only. 


The note is as follows: 


$250. February 21, 1899. 
: After date for value received promise to pay to: 
¢. ahh sataal or order two hundred and fifty dollars : 
with interest payable annually at the : 
: rate of — per cent. per annum — until patd. Interest : 
: when due to become principal and draw — per cent. in- : 
: terest. Lf this note ts not paid when due 8 agree to pay : 
: all reasonable costs of collection including attorney's fees : 
: and also consent that judgment may be entered for these : 
: amounts by any justice of the peace. V. Furstenfeld. 


By scrutinizing the note, it appears that though it is dated Feb- 
ruary 21, 1899, no date is mentioned therein as to when it should fall 
due, and it appears to stipulate no particular rate of interest. 

It is argued there appears in the judgment an erroneous conclu- 
sion of law on the face of the instrument for the reason, no date hav- 
ing been mentioned when the note should fall due, it became due 
the day it was executed, and drew interest accordingly. There can 
be no doubt under our statute that on contracts for the payment of 
money when no rate of interest is mentioned interest accrues at the 
rate of 6 per cent. afterdemand. But it is said all promissory notes 
afford interest after the date they become due, unless there is a stip- 
ulation therein to the contrary, and, as a matter of law, the note above 
described fell due the day of its date, February 21, 1899, for the reason 
no date of maturity was expressly specified therein. It isto be noted 
that as the note was executed February 21, 1899, the question is to 
be determined wholly irrespective of our negotiable instrument law 
of 1905, with which we are wholly unconcerned for the purposes of 
thecase. Plaintiff cites and relies upon the case of Mason v. Patton, 
1 Mo. 279, which seems to support the conclusion that a note which 
omits to specify a date of maturity falls due on the date it is made; 
but, be this as it may, if such were the lawin the early history of the 
state, the rule no longer obtains, for the same court has expressly 
announced a contrary doctrine in the case of Collins v. Trotter, 81 
Mo. 275. By the Constitution we are commanded to adhere to the 
last previous decision of the Supreme Court on any question of law 
or equity, which is declared to be controlling authority in the Courts 














38 THE BANKING LAW JOURNAL. 


of Appeal. The case of Collins v. Trotter, supra, is precisely in 
point, and, though Mason v. Patton is not noticed in the opinion, dis- 
poses of the question by affirming that, where the time of payment 
is left blank in a note or no time is specified as to when it shall mature, 
it becomes due only on demand. This court declared the identical 
doctrine in First National Bank of St. Charles v. Hunt, 25 Mo. App. 
170, and there can be no doubt that such isthe rule of decision. In- 
deed, as we understand it, the rule is universal to the same effect as 
will appear by reference to Daniels on Negotiable Instruments (5th 
Ed.) §§ 88, 599. A wealth of authority to the same effect may be 
found in the notes subjoined to the sections of Senator Daniels’ work 
above cited. The referee recommended an accurate legal conclu- 
sion on the face of the instrument, and the court properly declared 
the same in the judgment given. 

But it is said the note suggests it was to draw interest at the rate 
of 8 per cent. for in one of the lower lines thereof the figure ‘*8’’ 
appears, and this indicates the parties agreed on 8 per cent. interest. 
There is no rate of interest whatever expressed in the blanks afford- 
ed for that purpose. It is true the figure ‘‘8’’ appears in another 
portionof the instrument where the word ‘‘1”’ should have been written. 
The sentence in which the figure ‘‘ 8” thus appears is the last or con- 
cluding one asfollows: ‘‘If this note is not paid when due 8 agree 
to pay all reasonable costs of collection including attorney’s fees and 
also consent that judgment may be entered for these amounts by any 
justice of the peace.”” The note itself suggests it was drafted by one 
not expert in such matters, and it may be the figure ‘‘ 8’”’ should have 
been inserted at another place. But we are not permitted on the bare 
face of the paper to make the insertion, for todo so would materially 
change the contract from that originally expressed by the parties as 
written. The figure ‘‘8” standing as it does in the note, does not 
render the instrument unintelligible in other respects, nor destroy 
it as an obligation to pay, and the law supplies a term to the effect 
that the interest shall be6 percent. after demand. If parol evidence 
were admissible at all to remove the ambiguity, none was introduced, 
and it was the duty of the court to declare the legal effect of the in- 
strument, asit did. Kessler v. Clayes, 125 S. W. 799. 


LIABILITY OF DRAWER OF CHECK. 


American Automobile Co. v. Perkins, Supreme Court of Errors of Connecticut, November 1, 1910. 
77 Atl. Rep. 954. 


Defendant on March 11, 1909, signed an order for an automobile to be deliv- 
ered by plaintiff on April 25th. He signed a check for $500. Plaintiff agreed to 
hold the check until the defendant could send him a duplicate out of his check book 
and properly numbered. On March 13th defendant canceled his order. On the 
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15th the check was presented to the bank and payment refused. It was held that 
the check was founded on a sufficient consideration and that the drawer was liable. 





Action by the American Automobile Company against Thomas C. 
Perkins. From ajudgment fordefendant, plaintiffappeals. Revers- 
ed and remanded for judgment for plaintiff. 

The defendant on and prior to March 10, 1909, entered into negotia- 
tions at Boston with the plaintiff, the latter acting therein through 
its agent and business manager, one William A. Webber. Asaresult 
of said negotiations, the defendant, on March 10, 1909, signed and de- 
livered to said Webber this writing: 


ORDER. 
Boston, March 11, ’o9. 
American Automobile Co., 16 Columbus Avenue, Boston. 
Gentlemen:—I wish to order for delivery, April 25— : 
1909 *** 7 50 Roadster, with rumble * * * as follows: : 
: [Here follows special description of car.] Price to be : 
: four thousand forty-five dollars f. 0. b. Indianapolts. To : 
be shipped via Big Four. Deposit of $500 patd herewith 
and balance of $3,545 to be paid on arrival of car. 


[Signature] Thomas C, Perkins. 
SE ee ee ee 
City, ... Hartford, Conn... 
 ondid ioc eke eas ORS Ks 
Countersigned ; ——- -—- Salesman. 


At the same time the defendant deena and Setteend'¢ to said Web- 
ber as agent, as aforesaid, a check, in the following form: 


Connecticut River Banking Company. 


oR RRR APR TR TRA PRT TTA FARRER 


— -_— ah ern es —~ae~nwe ~~ ores 4O4 we 


Hartford, Ls Onn. 


eee ee oe athwuw, 


March 11, 1909. No. 
Pay TO THE ORDER OF..... American Automobile Co... 
éteeswonheses Five Hundred ($500)......... DOLLARS. 
38 State Street & 124 Massachusetts Avenue. 
Thomas C. Perkins. 


Defendant objected to delivering said check because it contained 
erasures and interlineations made on a blank, intended to be used for 
a check, on the State Street Trust Company of Boston, and was nota 
numbered check taken from the defendant’s check book, intended to 
be used for checks on a bank in which defendant had money on de- 
posit. It was agreed that Webber should hold said check without de- 
positing the same, so as to give the defendant an opportunity upon 
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his return to Hartford to substitute a check to be drawn on a blank 
taken from his regular checkbook and duly numbered, and to be sent 
to Webber as a substitute for check then given. Defendant went on 
a short business trip, reaching Hartford on the evening of March 12, 
1909. The written instrument called ‘‘ Order” was drawn in dupli- 
cate, both signed by the defendant, and one copy was retained by the 
defendant and the other given to Webber for the plaintiff. Neither 
was signed by plaintiff or Webber until afterwards, when Webber 
countersigned the copy given to him, ‘‘ W. A. Webber, Salesman”; 
but such countersigning was without the knowledge of defendant. 
Webber informed the defendant that an order on plaintiff for an auto- 
mobile would not be accepted unless a check for $500 was given with 
such order, and thereupon defendant gave to Webber for the plaintiff, 
the check and order above described, subject to the agreement above 
stated, and Webber received the same for and on behalf of the plain- 
tiff, and the plaintiff did not otherwise accept said order except as 
hereinafter stated. 

On the afternoon of March 13, 1909, defendant, in Hartford, wrote 
and mailed to plaintiff, in Boston, a letter, the material part of which 
follows: ‘‘I wish you would cancel the instructions I gave you and 
return my check for $500, which I left with you. * * Yours very 
respectfully, Thomas C. Perkins.’’ And on the same day stopped 
payment on said check at the bank in Hartford. 

On March 13, before receiving said letter of defendant, Webber, 
on behalf of the plaintiff, caused said check to be indorsed by plain- 
tiff’s treasurer,in blank, and deposited it for collection; and on March 
15, 1909, it was presented at the banking house of said Connecticut 
River Banking Company, for payment, and was not paid, and was 
duly protested, and was returned to the plaintiff, and at the time of 
the trial was owned by plaintiffs and was unpaid. Soon after said 
check was returned to the plaintiffs, they forwarded it to Hartford for 
collection, and payment was demanded of defendant and was refused. 
The plaintiffs were not manufacturers of automobiles, but sales agents, 
as both parties understood; and both understood that plaintiffs were 
to procure said automobile to be finished, equipped, and shipped in 
and from Indianapolis by a manufacturer there located. After the 
receipt of the letter, the plaintiffs took no further steps to build, equip, 
or deliver said automobile, and plaintiffs have never shipped, or caused 
to be shipped, to the defendant said automobile, or any automobile, 
or tendered tothe defendant said automobile or any automobile. At 
the time said order and check were signed and delivered by the defend- 
ant, it was defendant's intention thereby toorder the automobile speci- 
fied therein, and to make a deposit of $500 to apply on the purchase 
price, subject only to his right to send a substitute check as aforesaid 
and it was the intention of the plaintiff, acting by its agent, Webber, 
to furnish the said automobile in accordance with the order of de- 
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fendant and to allow the defendant the privilege of sending a substi- 
tute check, and ,in case such substitute should not be sent, to use the 
check delivered and that both parties then so understood the matter. 


Hatt, C. J. (after stating the factsasabove). In rendering judg- 
ment for the defendant upon the facts found, we think the trial court 
overlooked the real character of the action and of the issues framed 
by the pleadings. This is not an action to recover damages for a 
breach of contract to purchase an automobile, or a refusal to accept 
one which had been ordered; nor is it an action to recover a part of 
the agreed purchase price of the automobile ordered by the defend- 
ant. The pleadings showthat it is an action upon a negotiable instru- 
ment, by the payee against the maker, and that the question of the 
latter’s liability is to be determined by the rules of law applicable to 
such instruments. 

The four and only defenses pleaded to such actionin effect deny 
that the defendant made such a delivery of the check as to enable the 
plaintiff to maintain an action upon it; they deny that the plaintiff is 
the owner of the check; and allege that the substitute check which 
was to be given, was to bein part payment of the purchase price of 
an automobile which defendant intended to order, but which intend- 
ed order was revoked or countermanded before it was accepted; and 
allege that the paper delivered to plaintiff was without consideration. 

In his memorandum of decision the trial judge says that the plain- 
tiff has failed to sustain the allegations of the complaint according to 
their full legal import, and the judgment file states that the court finds 
the issues for the defendant. As we read the facts found, they not 
only sustain the allegations of the complaint, but fail to support any 
of the defenses pleaded. 

First. The facts found show such a delivery of the check as en- 
titles the plaintiff to sue upon it. The proposed substitution of a 
numbered check for the one given was a trivial matter which was evi- 
dently not intended to change in any essential respect either the check 
given, or the rights of the parties under it. Atthe most it only gave 
the defendant the privilege of postponing payment of the $500 for such 
reasonable time as would enable him to senda numbered check. He 
has never attempted to avail himself of this privilege, although he 
has had ample time todo so. The court has found that the parties 
intended that the check delivered could be collected if a substitute 
check should not be sent. It is apparent that the defendant could 
have sent the substitute check had he wished to, as early as March 
13th, when he wrote the plaintiffs. The original check was not pre- 
sented for payment until March 15th, and payment was not attempted 
to be enforced by suit until April 1st. Asa matter of fact the defend- 
ant decided as early as March 13th not to send the substitute check, 
but to attempt to revoke the agreement. 

Second. The factsshownosuchrevocationor withdrawalof the order 
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before it was accepted as is alleged in the answer or as relieves the 
defendant from liability on the check. The writing describing the 
automobile was an order which from its language was not to be signed 
by the plaintiff. It does not appear that the salesman who took the 
order was required to countersign it at the time it was given, or that 
he was at any time to countersign the duplicate given the purchaser. 
The countersigning of such an instrument by the salesmen is usually 
for the purpose of authentication or attestation, for the benefit of the 
one receiving the order. This order was properly countersigned by 
Webber after he received it, and without the defendant’s knowledge. 
That the order was accepted so that it became binding upon both 
parties is shown by the fact that it was delivered and received, and 
that the check was given and received as an advance part payment, 
and deposited in the bank by the plaintiff, and is further shown by 
the finding that, by signing and delivery of the check and order, the 
defendant intended to order the automobile, and to deposit $500 to 
apply on the purchase price, and the plaintiff intended to furnish the 
automobile in accordance with the terms of the defendant’s order. 
The undertaking of the plaintiff, as found by the court, to furnish 
the automobile in accordance with the terms of the order, was a suffi- 
cient consideration for the check, and further the check is prima facie 
proof that it was issued for a valuable consideration. Section 4194, 
Gen. St. 1902. Butitappears fromthe memorandum ofthe judge that 
the real ground of the decision of the trial court was that there was 
in effect a mutual rescission of the contract of sale by the parties, be- 
cause the defendant by his letter of March 13th refused to carry out 
the contract, and the plaintiff failed to deliver or tender the automo- 
bile on the 25th of April. Thecourt says in the memorandum: ‘‘It 
is admitted, or not disputed, that no delivery of the car was ever made. 
It follows that at the date of the suit the plaintiff had only a qualified 
title tothe money contingent upon delivery, and further that delivery 
has now become impossible by reason of the plaintiff's neglect or re- 
fusal to deliver or tender the car.”” But there was no such issue in 
the case, as no such defense was pleaded. 

The third defense is that the defendant before he had ‘‘consumma- 
ted” his order, and before the plaintiff had accepted it, revoked or 
countermanded his ‘‘ wish to order.” There is no suggestion in the 
answer that the plaintiff neglected or refused to deliver, in accordance 
with the terms of the written agreement, the automobile, as a part 
pay ment for which the check was given, or that it had become impossi- 
ble for the plaintiff to deliver it, or that the plaintiff had in any man- 
ner treated the contract as a part of which the check was given, as 
rescinded. And, further, the facts found fail to show that the plain- 
tiff has treated the contract asrescinded. It wasthe defendant’s, and 
not the plaintiff's, fault that the automobile was not delivered on the 
25th of April. The agreement did not contemplate a tender of the 
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car before the payment ofthe check. The plaintiff was to receive the 
$500 more than 4o days before he was required to tenderthe car. On 
the 13th of March the defendant stopped payment of the check and 
wrote the plaintiff, in effect, that he would not take the car if tendered. 
While it is found that, under these circumstances, the car was not 
tendered on the 2sth of April, it does not appear that the plaintiff 
cannot or will not deliver the automobile within a reasonable time 
after the check is paid, and upon payment of the balance of the pur- 
chase price. This is all that he is required to do. 

The fact that the plaintiff made, under the circumstances, no ten- 
der of the automobile on the 25th of April, did not in law work a re- 
scission of the contract of sale. 

There is error, and the judgment is reversed, and the case remand- 
ed, with direction to render judgment for the plaintiff. All concur. 


AUTHORITY OF NATIONAL BANK TO LOAN ON REAL 
ESTATE. 


Kerfoot v. Farmers & Merchants Bank, United States Supreme Court, Nov. 7, 1910. 31 Sup. Ct. Rep. 14, 


Although a federal statute by clear implication forbids loans on real estate by 
national banks, a deed to a national bank cannot be impugned by the grantor or 
his heirs. The United States alone can object to the want of authority in the bank. 


In error to the Supreme Court of the state of Missouri to review 
a decree which affirmeda decree of the Circuit Court of Grundy County 
in that state, in favor of defendants in a suit to set aside a conveyance 
of real property to a national bankintrust. Affirmed. 

Mr. Justice Hucues delivered the opinion of the court: 

This action was brought in 1894, in the circuit court of Grundy 
county, state of Missouri, to set aside a deed of real property made 
by James H. Kerfoot tothe First National Bank of Trenton, Missouri, 
and also a deed by which that bank purported to convey the same 
property to the defendants Hervey Kerfoot, Alwilda Kerfoot, and 
Lester R. Kerfoot, and for the recovery of possession. The plain- 
tiffs in the action, which was brought shortly after the death of James 
H. Kerfoot, were Homer Hall, administrator of his estate, and Robert 
Earl Kerfoot, his infant grandson, who claimed to be his only heir 
at law, and sued by Homer Hall as next friend. The petition con- 
tained two counts, one in equity, the other in ejectment. Upon the 
trial, the circuit court found the issues for defendants, and the judg- 
ment in their favor was affirmed by the Supreme Court of Missouri. 
145 Mo. 418, 46S. W. 1000. On his coming of age, Robert Earl Kerfoot 
sued out this writ of error. 

The plaintiff in error challenges the conveyance made by James 
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H. Kerfoot to the bank, upon the ground that under § 5137 of the Re- 
vised Statutes of the United States (U.S. Comp. Stat. 1901, p. 3460), 
relating to national banks, the bank was without power to take the 
property, and hence that no title passed by the deed, but that it re- 
mained in the grantor, and descended to the plaintiff in error as his 
heir at law. It appears that the deed, which was absolute in form, 
with warranty, and expressing a substantial consideration, was exe- 
cuted in pursuance of an arrangement by which title to the property 
was to be held in trust, to be conveyed upon the direction of the 
grantor; and the supreme court of Missouri decided that a trust was 
in fact declared by the grantor in favor of Hervey, Alwilda, and Lester 
R. Kerfoot, to whom ran a quitclaim deed, which he prepared and 
forwarded to the bank, to be signed and acknowledged by it and then 
returned to him. 

But while the purpose of this transaction was not one of those de- 
scribed in the statute for which a national bank may purchase and 
hold real estate, it does not follow that the deed was a nullity, and 
that it failed to convey title to the property. 

In the absence of a clear expression of legislative intention to the 
contrary, a conveyance of real estate to a corporation for a purpose 
not authorized by itscharter is not void, but voidable, and the sover- 
eign alone can object. Neither the grantor nor his heirs nor third 
persons can impugn it upon the ground that the grantee has exceeded 
its powers. Smith v. Sheeley, 12 Wall. 358, 20 L. ed. 430; Union 
Nat. Bank v. Matthews, 98 U. S. 621, 25 L. ed. 188; National Bank 
v. Whitney, 103 U. S. 99, 26 L. ed. 443; Reynolds v. First Nat. Bank, 
112 U. S. 405, 28 L. ed. 733, 5 Sup. Ct. Rep. 213; Fritts v. Palmer, 
132 U. S. 282, 33 L. ed. 317, 10 Sup. Ct. Rep. 93; Leazure v. Hillegas, 
7 Serg. & R. 313. Thus, although the statute by clear implication for- 
bids a national bank from making a loan upon real estate, the security is 
not void, and cannot be successfully assailed by debtor or subsequent 
mortgages because the bank was without authority to take it; and 
the disregard of the provisions of the act of Congress upon that sub- 
ject only lays the bank open to proceedings by the government for 
exercising powers not conferred by law. Union Nat. Bank v. Mat- 
thews and National Bank v. Whitney, supra; Swope v. Leffingwell, 
105 U. S. 3, 26 L. ed. 939. 

In Union Nat. Bank v. Matthews, Supra, viewing that case in this 
aspect, the court said: 

‘*« The opinion of the supreme court of Missouri assumes that the 
loan was made upon real estate security within the meaning of the 
statute, and their judgment is founded upon thatview. These things 
render it proper to consider the case in that aspect. But, conceding 
them to be as claimed, the consequence insisted upon by no means 
necessarily follows. The statute does not declare such a security 
void. Itis silent upon the subject. If Congress so meant, it would 
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have been easy to say so; and it is hardly to be believed that this 
would not have been done, instead of leaving the question to be set- 
tled by the uncertain result of litigation and judicial decision. Where 
usurious interest is contracted for, a forfeiture is prescribed and ex- 
plicitly defined. * * 

‘*Where a corporation is incompetent by its charter to take a title 
to real estate, a conveyance to it is not void, but only voidable, and 
the sovereign alone can object. It is valid until assailed in a direct 
proceeding instituted forthat purpose. Leazure v. Hillegas, supra; 
Goundie v. Northampton Water Co. 7 Pa. 233; Runyan v. Coster, 14 
Pet. 122, 10 L. ed. 382; Banks v. Poitiaux, 3 Rand. (Va. ) 136, 15 Am. 
Dec. 706; McIndoe v. St. Louis, 10 Mo. 577. See, also, Union Gold- 
Min. Co. v. Rocky Mountain Nat. Bank, 96 U. S. 640, 24 L. ed. 648.” 

This rule, while recognizing the authority of the government to 
which the corporation is amenable, has the salutary effect of assur- 
ing the security of titles and of avoiding the injurious consequences 
which would otherwise result. In the present case a trust was de- 
clared, and this trust should not be permitted to fail and the property 
to be diverted from those for whom it was intended, by treating the 
conveyance to the bank asa nullity, in the absence of a clear state- 
ment of legislative intent that it should be so regarded. 

Assuming that the deed was accepted by the bank, it was effective 
to pass the legal title, and the plaintiff in error, as heir at law of the 
grantor, cannot question it. 

Judgment affirmed. 





RIGHT OF COLLECTING BANK TO REVOKE CREDIT. 





Bank of Big Cabin v. English, Supreme Court of Oklahoma, November 1, 1910. 111 Pac. Rep. 386. 

A commission merchant deposited his check with a bank to be credited to the 
defendant bank for the plaintiff, a depositor of the latter bank. The correspondent 
of the defendant bank was credited with the amount of the check, and notified. This 
bank notified the defendant bank, which entered the credit on the plaintiff's pass 
book. Before the money was collected by the defendant bank the correspondent 
bank failed. It was held that the defendant bank was entitled to withdraw the credit 
it had entered on the plaintiff's pass book. 





Action by J. G. English against the Bank of Big Cabin. Judgment 
for plaintiff, and defendant brings error. Reversed and remanded. 

Kane, J. This was an action commenced by the defendant in error, 
plaintiff below, against the plaintiff in error, defendant below, to re- 
cover a deposit alleged to have been made by the plaintiff to the de- 
fendant bank. There was judgment for the plaintiff below, to re- 
verse which this proceeding in error was commenced. 

It seems that on or about the 22d day of October, 1907, the plain- 
tiff shipped from the station of Big Cabin, Okl., to Kansas City, Mo., 
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a car load of hogs, consigning the same to the commission firm of 
Byers & Co., of Kansas City, with instructions to sell said hogs and 
forward the proceeds derived from said sale to the Bank of Big Cabin, 
Craig County, Okl., to be credited tothe shipper. The commission 
firm sold the hogs, and on the 24th day of October, 1907, deposited 
with the Interstate National Bank its check to be placed to the credit 
of the Bank of Big Cabin for J. G. English, said check being accom- 
panied by written duplicate advice to this effect, one of which was 
kept by the bank and the other receipted and returned to the com- 
mission firm. Inthe course of the same afternoon, the deposit slip 
and advice reached the bookkeeper of the Interstate National Bank, 
and he asked the cashier if the credit should not go through the Bank- 
ers’ Trust Company of Kansas City, Mo. The cashier looked in the 
banker’s directory, and found the Bankers’ Trust Company was des- 
ignated as the correspondent of the Bank of Big Cabin, and told the 
bookeeper to change the credit and place it on the books of the Inter- 
state Bank for the Bankers’ Trust Company, Kansas City, to be credit- 
ed to the account of the Bank of Big Cabin, Okl., for J. G. English, 
which was done. On the same day the Bank of Big Cabin was ad- 
vised of this transaction by postal card by the Interstate Bank, as fol- 
lows: ‘*‘ Wecredit your account by direction of J. G. English, $909.99, 
Bankers’ Trust Company, Kansas City, Mo.” The Bankers’ Trust 
Company was also notified of the transaction by post card, as follows: 
‘* We credit your account by direction of J. G. English, $909.99, ac- 
count of Bank of Big Cabin, Oklahoma.” Onthe 26th day of October, 
1907, the Bankers’ Trust Company drew on the Interstate Bank for 
the amount of this credit, and the draft was paid through the clear- 
ing house. The Bank of Big Cabin received the card of advice from 
the Interstate Bank on the 25th day of October, 1907, and immediately 
gave the plaintiff credit for the amount stated therein upon the books 
of the bank. Two or three days after this, the plaintiff dropped into 
the bank, and the credit was entered on his passbook. At this time 
the cashier of the bank told the plaintiff that the bank had received 
the advice, showed him thecredit card, and told him that he had cred- 
ited his account on the strength thereof. Onthe 28th day of October, 
1907, the Bankers’ Trust Company closed its doors, and the Bank of 
Big Cabin, not having secured the money to make good the credit to 
the plaintiff, charged the same back against him upon its books, where- 
upon, after demand and refusal of payment, thissuit wascommenced. 
It further appears that the Bankers’ Trust Company was not the cor- 
respondent of the Bank of Big Cabin, and that on the zgth day of 
October, 1907, the Bank of Big Cabin advised the Interstate National 
Bank by letter as follows: ‘‘ Big Cabin, Ind. Ter., Oct. 29, 1907. 
Inter State Nat’l Bank, Kansas City, Kans. Gentlemen: Your ad- 
vice of the 24th states that you have placed $909.99 to our credit at 
Bankers’ T. Co., K. C., Mo. for use of J. G. English. We desire that 
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you get this money where we can get it, as have never given you any 
instructions to put anything in this bank for us, and we will look to 
you to protectus. Trusting that you will take this matter up at once 
anc arrange itsatisfactorily, we are, yourstruly, Robert E. Lee, Cash.” 
And on the same day said Bank of Big Cabin advised the plaintiff by 
letter, asfollows: ‘Big Cabin, Ind. Ter., Oct. 29, 1907. J. G. English, 
City—Dear Sir: The bank of K. C. in which you had the proceeds of 
your last shipment of hogs ($909.99) has quit business owing to the 
stringency in the money centers, and we are unable to get this money, 
and have charged your account this amount. As soon as you get 
this letter come uptothebank. Yourstruly (signed) Robert E. Lee, 
Cash.” 

Counsel for defendant in error in his brief states his position as 
follows: ‘‘In our case at bar, the Bank of Big Cabin recognized 
while the matter was in progress that it had gotten the money and 
acted upon that theory at all times. In contemplation of the law, 
the moment the money was deposited in the Interstate National Bank 
at Kansas City to the credit of Bank of Big Cabin, and it received in- 
formation thereof, it received the money,” and, further: ‘‘In the 
present case, upon all theories, when the deposit was made, it ended 
the transaction. The Bank of Big Cabin became debtor to English, 
and is liabletohim.” From the form of the action and the argument 
of the cause in this court, it is obvious that the court below adopted 
the theory of counsel in rendering its judgment. With this view of 
the law we cannot agree. To our mind the liability of the Bank of 
Big Cabin, if liable at all, must be predicated upon the theory that 
it undertook to collect the money deposited in the Bankers’ Trust 
Company for the plaintiff. If this view is correct, the relation of 
debtor and creditor would not arise between the bank of Big Cabin 
and the plaintiff, until after it collected and secured possession of the 
money, either actually or by settlement of accounts with the trust 
company. It is true the facts in the case at bar do not make it in all 
respects analogous to a case involving an ordinary commercial collec- 
tion where banks are used as an intermediary; but, for the purpose 
of establishing the legal relationship existing between the parties, 
we think the analogy sufficient. The Bank of Big Cabin, upon being 
informed that certain moneys were deposited to its credit with the 
Bankers’ Trust Company for the benefit of Mr. English, undertook 
tocarry out the arrangement between the parties by giving Mr. English 
credit for the sum upon its books, and, before it drew the money from 
the Bankers’ Trust Company to make the deposit good, it became 
insolvent. Whilst the bank entered this deposit without specific in- 
structions from Mr. English, he affirmed what had been done upon be- 
ing informed thereof by the bank two or three days after credit had 
been given him and at that time an entry of the credit was made upon 
his passbook. The money deposited with the Bankers’ Trust Com- 
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pany, whilst it was deposited to the credit of the Bank of Big Cabin 
and was payable upon its draft or check, yet belonged to Mr. English, 
and the mere fact that the deposit was payable to the order of the 
bank, instead of to Mr. English or his order, would not, to our mind, 
changetheir legal status, or make the Bank of Big Cabin anything 
but the agency through which the money was to be collected. Under 
such circumstances, it was the duty of the Bank of Big Cabin to use 
ordinary care and diligence to make the collection, and any failure 
to do so is a breach of duty, and is negligence for which it may be 
held liable in a proper action. Bank of Washington v. Triplett and 
Neale,1 Pet.25,7 L. Ed. 37; Evansville Bank v.German-Amer. Bank, 
155 U. S. 556, 15 Sup. Ct. 221, 39 L. Ed. 259. In Nat’1Gold Bk.& Tr. 
Co. v.McDonald,51 Cal. 64,21 Am. Rep.697,it was held: ‘‘ Checksde- 
posited with a bank and credited in depositor’s passbook are taken, in 
absence of special agreement, for collection and not as cash, and may 
be afterward returned and the credit annulled if there are no funds 
to meet them; and this is so whether the check is drawn on the same 
bank or another.” The rule we think applicable to the case at bar is 
stated in Rapp et al. v. National Security Bank, 136 Pa. 426, 20 Atl. 
508, as follows: ‘‘ When the amount of a check, left with a bank for 
collection, is credited to a depositor as cash, it may be charged back to 
him incase it turns out to be worthless, unless the bank has been neg- 
ligent or has done something to mislead the depositor into acting, 
to his injury, on the faith of its goodness. The depositor has no right 
to be misled by the mere credit of the check as cash.” 

As this theory of the case seems not to have received the consid- 
eration of the court below, we think its judgment should be reversed 
and the cause remanded, with direction to grant a newtrial. It is 
so ordered. 


LIABILITY OF BANK FOR MISAPPROPRIATION OF ITS 
DEPOSITOR. 


Niarara Woolen Co. v. Pacific Bank, Appellate Division of the New York Supreme Court, Dec. 1910- 
New York Law Journal, Dec. 15, 1910. 


Where a bank receives for credit to the account of a depositorchecks payable to 
a corporation, of which the depositor is president, indorsed by such depositor, and 
permits the depositor to withdraw the proceeds of the checks, it is liable to the 
corporation. 


Appeal from judgment entered on the report of a referee. 


IncRAHAM, P. J.—This action was tried before a referee and the 
facts as found by him are not, as I understand, disputed. The plain- 
tiff was a domestic corporation, of which one Joseph Horowitz was the 
president down to May 1, 1904, when he was succeeded by Philip 
Horowitz, who continued as president until October 28, 1904. The 
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plaintiff was organized to act as selling agent for a corporation known 
asthe American WoolenCompany. Thecapital stock was substantially 
all issued to Philip Horowitz, and the stock was subsequently deposit- 
ed with American Woolen Company under an arrangement between 
Horowitz and the two corporations. By by-laws of the company the 
president was given general management of its business, but without 
power to draw or indorse checks or other obligations of like character, 
that power being given tothe treasurer, who was an officer or employee 
of the American Woolen Company. 

Philip Horowitz was in business in the City of New York, using 
as a firm name ‘‘ Philip Horowitz & Son.” In June, 1904, Philip 
Horowitz, under the firm name of Philip Horowitz & Son, opened an 
account in the defendant bank. Commencing on June 22, 1904, he 
began to deposit in this bank to the credit of Philip Horowitz & Son 
checks drawn to the order of the plaintiff, indorsed in blank in the 
name of the plaintiff by Joseph Horowitz, president, and then indorsed 
with firm name under which he did business to defendant bank. He 
continued making such deposits until October 26, 1904, when the total 
number of plaintiff’s checks so deposited was eighty-nine, amounting 
in the aggregate to $28,469.37. The office of the plaintiff corporation 
and the private office of Joseph Horowitz were located in the same 
building. The method by which this misappropriation of plaintiff's 
money was accomplished was as follows: Joseph Horowitz would re- 
ceive the mail directed to the plaintiff each morning and turn over 
the checks received by mail which he did not intend to misappropriate 
to the plaintiff’s bookkeeper, who was also in the employ of the Ameri- 
can Woolen Company, and these checks would be deposited in the State 
Bank to the credit of the plaintiff. From day to day, however, Joseph 
Horowitz extracted from the mails the checks drawn to the order of 
the plaintiff that he wished to appropriate to his own use, and no notice 
of the receipt of such checks would be given to the plaintiff's employees, 
so that on its books the accounts represented by the misappropriated 
checks would appear still unpaid. The treasurer of the plaintiff was 
in the habit of coming to the plaintiff's office several times a week, 
usually in the middle of the day. All checks drawn on the plaintiff's 
bank account were signed by him, and neither he nor any of the em- 
ployees of the plaintiff had any knowledge of the plaintiff's defalcation. 
Waen Joseph Horowitz's attention was called by the treasurer or book- 
k2eper to these accounts being still unpaid, he stated that the accounts 
were perfectly good, but payments were slow, and that he did not 
wish to push the plaintiff’s customers. 

This action was brought to charge the defendant with the amount 
of these checks which it had collected, and for the amount thereof 
the learned referee has awarded the plaintiff judgment. 

The questions about the regularity of these indorsements and the 
power of the president toindorse I do not think were at all material 
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as the plaintiff by commencing this action to charge the defendant 
with the amount collected upon these checks necessarily ratified the 
indorsement and the act of Philip Horowitz in obtaining payment of 
the checks, its right to recover being solely based upon the fact that 
the defendant having accepted these checks and collected them re- 
ceived the plaintiff’s money, for which the defendant was bound to 
account. That the plaintiff’s president, Horowitz, misappropriated 
these checks payable to the order of the plaintiff and which were its 
property is conceded; that the defendant, at the request of Horowitz, 
collected the checks drawn to the plaintiff and received the proceeds 
thereof is conceded; that he was able to accomplish this misappro- 
priation of the plaintiff’s checks and their proceeds by the aid afford- 
ed him by the defendant in collecting the checks and allowing him 
to appropriate their proceeds to his own use is established. But the 
liability of the defendant depends upon knowledge of this misappro- 
priation being brought home to it, or notice of such facts as required 
an investigation or inquiry by the defendant as to the ownership of 
the checks and the right of Horowitz to apply them or their proceeds 
to his own personalaccount. Upon their face these checks were pay- 
able to the plaintiff, a corporation. The indorsement showed upon 
its face that Horowitz was the president of that corporation. 

The defendant also had notice of the fact that Horowitz had an 
account in the bank, which was the account not of the corporation 
but of a firm of which Horowitz was a member, and that the proceeds 
of these checks were credited to that account and disposed of by checks 
drawn in the name of the firm of which the president was a member. 
I assume as the settled law of this State that if Horowitz had present- 
ed these checks to the defendant bank and asked the defendant to 
receive them as payment of an indebtedness existing in favor of the 
defendant against either Horowitz individually or the firm of Philip 
Horowitz & Son, of which he was a member, the defendant would 
have been put upon inquiry as to the right of Horowitz to use the 
money of the plaintiff to pay his individual indebtedness. Ward v. 
City Trust Co., 192 N. Y. 61; Squire v. Ordmann, 194 N. Y. 394; 
Havana Central R. R. v. Knickerbocker Trust Co., 135 App. Div. 
313, and cases there cited. 

I also assume that the same rule would apply if Horowitz had pre- 
sented these checks to the defendant and instructed it to collect them 
and pay a debt of Horowitz or his firm toa third party, the defendant 
thus having notice of the fact that Horowitz was using the plaintiff's 
checks to pay his individual indebtedness. As I understand the rule, 
it is not based upon the fact that the bank received an advantage by 
reason of this defalcation or breach of trust of Horowitz, but solely 
upon the fact that the defendant was chargeable with notice that 
Horowitz was using the money intrusted to him as agent or trustee 
for a purpose not within the terms of his agency or trust, but for his 
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own personal advantage. This was not the case of one independent 
check, but a series of transactions extending over months, during 
which time there was a constant diversion of checks drawn to the order 
of the plaintiff, deposited with the defendant, collected by it and 
then applied by it to the individual account of Horowitz or his firm. 
By the act of Horowitz in depositing these checks and of the defend- 
ant in accepting and collecting them, it became liable to Horowitz's 
firm, and recognized its liability by paying out to the order of Horo- 
witz’s firm checks drawn on it by that firm. Was this notice to the 
bank that Horowitz was misapplying or using for his own purposes 
the checks drawn to the order of the plaintiff and which, upon their 
face, appeared to be the plaintiff’s property ? 

In Havana Central R. R. v. Knickerbocker Trust Co. (supra) I 
stated the reasons which satisfied me that there could be no distinc- 
tion between a case where the bank received the money in payment 
of a debt to itself and a case where it received the money and paid 
it out upon the private direction of the agent or trustee for his own 
individual purposes, and it is unnecessary that I should restate that 
here. But applying the principle which the Court of Appeals has 
now definitely stated to be the law of this State, as illustrated in 
Ward v. City Trust Co. (supra), namely, that the question is merely 
one of notice to the bank, it seems to me that it can make no differ- 
ence whether the bank knew that Horowitz was applying the proceeds 
of the checks belonging to plaintiff to his own debt to the bank or 
to satisfy his private obligations to others; that in either case, where 
inquiry would have at once disclosed the limitations of Horowitz’s 
authority and that he was misappropriating the property of the plain- 
tiff, the bank cannot deliberately shut its eyes to facts which upon 
their face shoW a misapplication and thus aid a defaulting officer or 
trustee in securing the proceeds of his defalcation. The reversal by 
the Court of Appeals of the Havana Central R. R. v. Knickerbocker 
Trust Co. (198 N. Y., 422) recognizes this rule. It was there held 
that where the defendant received the checks drawn by the plaintiff's 
treasurer upon the plaintiff’s bank account that it was its duty to 
present the checks to the institution upon which they were drawn. 
If it paid them, such payment was the most emphatic assertion upon 
the part of the plaintiff’s own deposit bank that under the arrange- 
ment existing between it and the plaintiff the plaintiff’s treasurer 
was authorized to draw just such checks payable to his own order. 
That the defendant having relied upon that assertion and subsequently 
paid away the money thus collected, the plaintiff corporation is es- 
topped from denying that its treasurer in fact possessed authority to 
draw the checks. This recognized the duty to makeinquiry, but that 
the bank upon which the checks were drawn was the proper person 
to inquire of, and its payment of the checks was an answer to that 
inquiry upon which the defendant could rely. 

I think, therefore, that the facts as found by the referee, and 
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which are sustained by the evidence, were sufficient to require the 
defendant to inquire as to Horowitz's authority to appropriate the 
property of the corporation of which he was president; that, having 
failed to make such inquiry, it is chargeable with the facts which it 
would have ascertained if such an inquiry had been made, and that 
if it had had express knowledge of the facts which such an inquiry 
would have disclosed, it would have been liable to the plaintiff for 
the misappropriation of its property by Horowitz. 

Entertaining these views, I think the judgment appealed from 
should be affirmed, with costs. 





INDORSEE OF CHECK NOT HOLDER FOR VALUE. 


Frank v. Wolff, Supreme Court of New York, Appellate Term, Nov. 11, 1910. 125 N. Y. Supp. 530 


The indorsee of a check knew when he took it that payment had been refused 
four times by the bank on which it was drawn. The indorser told him that the re- 
fusal was because of lack of funds. It was held that he was put upon inquiry by 
this state of facts, that he was not a bona fide holder for value and that the defense 
of failure of consideration was good as against him. 


Action by Solon L. Frank against Jules Wolff and others. From 
a judgment in favor of plaintiff, defendant Elias L. Wieser appeals. 
Reversed. 

See, also, 123 N. Y. Supp. 1116. 

Pace, J. This action was brought by the indorsee of a check made 
by the defendant Wieser to the order of Wolff Bros. for $225, dated 
November, 4, 1909, and by them indorsedin blank. Beneath their in- 
dorsement therearethe following: ‘‘Paid. Indorsement guaranteed. 
Fifth National Bank’’—stamped four times, and in each instance can- 
celed, and then, ‘‘ Pay to the Fifth National Bank or order,” with the 
name of indorser stricken out with heavy blackink. Then follows the 
plaintiff's indorsement. On the face of the check, ‘‘ short” is written 
with a lead pencil. 

The defendant Wieser attempted to show a failure of consideration 
for which the check was given. The learned justice below held the 
plaintiff was a bona fide holder for value without notice, and hence 
defenses as between the original parties to the instrument were not 
available to the defendant in this case. In order to constitute a per- 
son a bona fide holder for value of a negotiable instrument, it must 
have been delivered to him before maturity. The check in this case 
was an inland bill of exchange drawn by defendant Wieser on his bank 
and payable on demand. Before it was indorsed to the plaintiff, it 
had been presented to the bank and payment demanded four times. 
That plaintiff had actual notice that the check had been presented and 
payment refused was admitted. He tookit, therefore, knowing it to 
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be past due. ‘‘ It is universally held that the effect of a transfer after 
the maturity of the paper is to subject the indorsee to all defenses ex- 
isting between the original parties to the paper at the time of such 
transfer, so far as such defenses are available against his indorser.” 
7 Cyc. 820. 

The learned justice in the lower court seems to have been misled 
by the specious argument of plaintiff’s counsel that because Wolff 
Bros. told plaintiff that the payment was refused because Wieser’s 
account was ‘‘ short,” and that he had promised to make a deposit to 
make the check good, and after such assurance plaintiff took the check 
and paid cash for it, he thereby became a bona fide holder. The 
fallacy of this argument is seen at aglance. The plaintiff admits 
thereby that there was sufficient to give him notice that the check had 
not been paid, although payment had been demanded. This put him 
on inquiry as to the reason of the refusal, and he should have inquired 
of the defendant Wieser. The statement of the indorser may make 
him liable in fraud; but it in no way binds or estops the maker from 
setting up any defense he may have to the action upon the check. 

Judgment, as against the defendant Wieser, must be reversed, and 
a new trial granted, with costs to appellant to abide the event. All 
concur. 


GIFT OF SAVINGS BANK BOOK. 





Kelly v. Perkins, Supreme Court of New Jersey, November 16, 1910. 78 Atl. Rep. 14. 





A transfer of a savings bank pass book, in which the donor requests that the book 
be placed in his Bible, is not valid as a gift causa mortis. 

Action by John Kelly against Randolph Perkins, as administrator. 
On rule to show cause. Rule made absolute. 

Garrison, J. The verdict sustained a gift causa mortis of the 
amount of a bank account, the title to which the plaintiff claimed 
passed to him by the delivery of the bank book to him by the owner 
of the fund in anticipation of her death. 

We think that this verdict was unsupported by the evidence upon 
a material point, viz., the giving up by the donor of all dominion over 
the bank book after its delivery to the plaintiff with expressions of a 
donative purpose. The donor’s very next act was one of dominion, 
for she directed him where to put the book, and where to leave it, and 
the place so selected by her, viz., her own Bible, which remained in 
her possession, was, not as in Corle v. Monkhouse, 50 N. J. Eq. 537, 
25 Atl. 157, a depository shared by the plaintiff. 

The present case more nearly resembles in this respect Parker v. 
Copland, 70 N. J. Eq. 685, 64 Atl. 129, and much that was said in the 
opinion in that case is appropriate to the present one. The motion 





54 THE BANKING LAW JOURNAL. 


for a nonsuit should have been granted. It was also error to exclude 
the proffered testimony of Mr. Perkins to the effect that the plaintiff, 
after the donor’s death, asked him to draw a will by which he could 
get her property. The testimony so excluded, in addition to its bear- 
ing upon the plaintiff as a witness in his own behalf, tended to show 
that he did not have the title that he now sets up. 

The rule to show cause is made absolute. 


ACCEPTANCE OBTAINED BY FRAUD. 


Bothell v. Miller, Supreme Court of Nebraska, Nov. 16, 1910. 128 N. W. Rep. 628. 





The acceptor of a draft is not liable thereon where the acceptance was obtained by 
fraud. 


Action by Campbell Bothell against J. L. Miller. Judgment for 
defendant, and plaintiff appeals. Affirmed. 

Fawcett, J. Froma judgment in favor of defendant in the district 
court of Cheyenne county, plaintiff appeals. 

Plaintiff's action is based upon the following draft: 


> ..../our.....MONTHS AFTER DATE, PAY TO THE ORDER 
Cee 7 er nese naer ees THE SUM OF 
ibe Ninety-six and 75-100 dollars..........$96.75 


At 131-133 Wabash Avenue, Chicago, Il. 
Value received, charge to account of J. M. Converse. 
To J. L. Miller, Bridgeport, Neb. 
[Stamped } Bridgeport Bank, Col. 3050, 
Bridgeport, Neb. 

Indorsed across the left-hand end: 

Accepted. oe || 
[Customer signs here. ] 

On the same day the draft is alleged to have been accepted. Con- 
verse indorsed it and sent it to his employer, the Rhode Island Man- 
ufacturing Company. The company subsequently indorsed and de- 
livered it to plaintiff. The petition is in the ordinary form. The 
answer contains four paragraphs, the fourth of which was stricken 
upon plaintiff's motion. The three paragraphs remaining we will 
construe, as we think the parties upon the trial construed them, viz., 
as constitutinga general denial andnothing more. A jury was waived 
and trial had to the court. 

After detailing the conversation with Converse which led up to the 
signing of the alleged draft, defendant testified: ‘‘He says: ‘We 
will just itemize them here upon the bill and put in the agree- 
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ment and I will send it in.’ After that was all over, he says: ‘I 
have to straighten myself with the house if I leave these watches here 
because those are my samples, and I would not leave them, only 1 am 
going to make a run into the house and I will leave them and report 
this bill with them.’ He says: ‘I will have to have some signature 
to this to show that I have left them in your possession’—so he drew 
out of a pocket apparently a letter order book, and he started to write 
down the agreement between me and this house, stating that he had 
left such a number of watches with me, and that I was to sell each 
watch at such and such a price, and so on down the list, no more than 
an agreement between me andthe house. Then he asked me to sign 
it, and that is the extent of the signature here upon the acceptance. 
Q. Look at that instrument there [indicating]. A. That was not in 
that state at all. If the judge will look at this piece of paper, he will 
see where it waspastedon. Idonotdenythatismysignature. I do 
not deny that part of it, but Ido deny that I put it to any acceptance 
or note or anything of the kind. There was nothing said about a 
note, not a word. * * Q. State to the court what kind of an instru- 
ment, if any, was in front of you. What was the character of it, that 
you signed, or that you saw when your signature was written, or at- 
tached to this ‘Exhibit B.’ A. Itwas no more than anagreement be- 
tween me and the house that he had left these watches (objected 
toand sustained.) Q. Describetheinstrument? Describe the paper ? 
A. I cannot describe it definitely because it has been more than two 
years ago, but there was nothing more than anagreement. Q. State 
whether or not the contract you speak of or memorandum was in that 
form? A. No, sir. Q. Was that the formofit? A. No,sir. By 
the Court: You may describe in what formit was. Describeit. A. 
He wrote it with a pencil, just the same as he did this other sheet he 
left with me. He had no pen at that time. It was no more thana 
book like that, an ordinary order book. I did not pay any attention 
to it. I know it was not a bill of exchange, or anything that looked 
like that one, but he wrote it there onthe counter. It wasa blank 
sheet when he started to write on it, with the exception of a little head- 
ing probably. Q. Lookat Exhibit B, and state whether or noton the 
piece of paper you are describing, you found the word there ‘J. M. 
Converse,’ as a witness on that piece of paper? A. No, sir; it was 
not there. Q. Did you see it at the time you wrote your signature 
here on the piece of paper you are telling about, did you see those 
figures there like that $96.75? A.No, sir; itwasnotthere. Nothing 
written on that sheet was crossways, but it was up and down to where 
I signed my signature at the bottom of it. Q. Then you never signed 
this bill of exchange or promissory note? A. No, sir. * * Q. The 
statement was made by Mr. Converse in his deposition that he ex- 
plained to you that he could not leave the watches with you without 
either having the cash less the discount or the paper, that he could 








56 THE BANKING LAW JOURNAL. 
use this paper in the place of it, and that he must have this as his cap- 
ital was limited, that he only had a small amount of capital and was 
carrying this business along as a side line, and must have either the 
cash or the commercial paper for these watches. State whether or 
not there was any such conversation asthat? <A. No, sir; there was 
no such conversation had. Q. Was there any invoice made of these 
watches? A. Yes, sir; in with the contract I made.” 

Clyde Spanogle, a banker at Minatare, Neb., testified that in 1906 
he was inthe Bridgeport Bank as assistant cashier, that in January 
or Febuary, 1906, the draft in controversy was sent to his bank for 
collection, and that he handled the item atthattime. He testified 
as follows: ‘‘Q. State whether or not the purported acceptance there 
on that bill is made in the usual form of acceptances or bills on bill 
of exchange or promissory notes or commercial paper? A. No; it 
does not seem regular. Q. State to the court in what way it differs 
from the usual commercial way of acceptances and indorsements? 
A. In nearly all accepted sight drafts that I have handled the accept- 
ance is usually across the face of the draft, somewhere near the 
center. It usually runsdiagonally. That seems to be the customary 
form. * * Q. When you received that bill and examined, was there 
anything about it to attract your attention, anything out of the ordi- 
nary bill of exchange or acceptance or promissory note? A. Yes, 
sir. Q. What was it? A. Right across the end above where accepted 
—it seems to have been attached or pasted to this original item—a 
piece of paper has been attached there, which attracted my attention 
at the time it came to us for collection. I called Mr. Miller’s attention 
to that. It looked rather peculiar at the time I presented it to him 
for payment.” Oncross examination he was asked: ‘‘ You speak 
of a piece of paper being pasted on the top. Where is that? A. 
Right there (indicating). That isthe way it appearstome. Q. It 
was not pasted upon there at the time you received it? A. No.” 

In the face of the foregoing testimony, it would have been a trav- 
esty upon justice to have permitted plaintiff to recover in this action. 
Bothell v. Schweitzer, 84 Neb. 271, 120 N. W. 1129, 221. R. A. (N. 
S.) 263, 133 Am. St. Rep. 623, was a case by this same plaintiff to re- 
cover upon an accepted bill of exchange drawn by this same man, 
Converse, ina transaction similar to the one underconsideration here; 
and, taking the two cases together, we are inclined to think that the 
method pursued by Converse in these cases is, if not his common, 
at least his too frequent, method of doing business. We arestrongly 
impressed with the belief that defendant attached his name to what 
he was led by Converse to believe was simply a memorandum of their 
agreement which he, Converse, desired to send to his house to show 
what he had done with the watches, and that defendant never know- 
ingly signed the draft in the form in which it now appears. 

The judgment of the district court is right and is affirmed. 
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SAVINGS BANK SYSTEMS OF THE WORLD. 


THE BEGINNINGS OF THE MOVEMENT. 


F an investigation as to the best institution for the cultivation of 
provident habits is applied to individuals, it will often be found that 
some form of insurance is the best, and it will not jnfrequently be 
found that the building association is the best. But the institu- 

tion which seems to afford a high average of advantages, whilst avoid- 
ing the more prominent faults of these, isthe savings bank. Perhaps 
its greatest advantage, which may indeed in many cases be a disadvan- 
tage, consists inthe larger freedom it allowstoitspatrons. // encourages 
saving without prescribing in any way the quantity or regularity of doses 
of saving; and it leaves the depositor free to invest his savings at any 
. stage of its accumulation. It is interesting to note that the man who 
: possessed perhaps the least optimism in his view of the future of the 
laboring classes of all who ever studied their conditions, sees a ray of 
light in the savings bank. + 
THE CONCEPTION OF THE IDEA. 

Following upon the French Revolution and the horrors of that 
epoch-making crisis, statesmen, economists and philanthropists in all 
parts of Europe set themselves to study what had been the prime cause 
of so terrible an upheaval of the old order of things, and found that, 
while many and divers agencies had contributed towards the cata- 
clysm, the main factor at work was the abject poverty of the lower 
classes and the legislative disabilities under which they lived. Each of 
the surrounding nations took alarm and bestirred itself, with more or 
less earnestness of purpose, to avert, if possible, the application of 
similar drastic remedial measures to its own special disorders. 
Among the many ameliorative projects which were then advanced was 
the proposal to establish banks for the safe custody and increase of the 
small savings of the working classes. The resources of these classes 


* To be continued throughout the year. 
+ Hamilton, Savings and Savings Inst. page 159. 
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already meagre enough, had largely gone to waste owing to the lack 
of facilities for husbanding them, and, as a result, on the advent of 
bad times, masses of impoverished people, having nothing in reserve 
upon which to subsist, were a danger and menace to the State, anda 
cause of much anxiety to well-disposed and peace-loving citizens. It 
did not require much astuteness to perceive that by making each in- 
dividual a small capitalist the immediate source of danger would be 
averted. The economist of the day argued that if the ordinary work- 
ingman were offered inducements to save, and were persuaded to lay 
apart in the coffers of the State some of his earnings, the fact of his 
possessing a small sum to his credit would stimulate a desire to have 
more—develop a natural, though latent, acquisitiveness—till ulti- 
mately the conclusion was borne in upon him that he held asubstantial 
stake in his couutry. Wages, however, at beginning of the last cen- 
tury were small and neither the power nor the inclination on the part 
of the wage-earners to save had been demonstrated. The project was 
ridiculed, ‘‘damned with faint praise,” and otherwise met with con- 
siderable opposition. Many were dubious of the success of the pro- 
posed banks, while others conceived a foolish prejudice against them 
as probable rivals. Some men saw in them a danger to the finances 
of the State. But the idea was eventually proved to be sound in prin- 
ciple, and banks for savings soon sprang up all over the civilized 
world. * 

While the savings bank movement owes its conception to such 
patriotic sentiments, these sentiments were reinforced by the desire 
on the part of those philanthropically inclined to ‘‘help the poor to help 
themselves.” Its success, however, is due to the desire common to all 
men to lay by in store for the rainyday. These three elements, pa- 
triotism, philanthrophy and thrift have characterized its conduct from 
the day of its inception to the present time. It has ever been, and it is 
to be hoped ever will be, a benevolent institution, run not for gain but 
for the good it may do. The spirit of commercialism, that has crept 
into every form of business and professional life has doubtless found 
its way into the savings banks, a fact which is to be regretted. 

The motives which prompted the establishment of many banks 
of this character in New York fifty years ago were selfish and un- 
worthy to the highest degree, and the management reckless, improvi- 
dent and criminal, but the early and disastrous failures following 
this era of bad management weeded out many of the undesirables, 
leaving the fittest only surviving. 

On the other hand, there may be found to-day many savings in- 
stitutions that have never departed from the faith once their own, 
and are administered with as high ideals and unselfish motives as 
can be found in any walk in life. 





’ 


* W. A. Barclay, Jr., in the ‘* Scottish Bankers’ Magazine.’ 
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THE BIRTH OF SAVINGS BANKS. 

Ithas been claimed that the savings bank movement found its first 
literary advocacy in France, the first practical test in Germany, and 
the first statutory regulation in England. A French writer has as- 
serted that the idea dates back to Hugues Delestre, who proposed such 
an institution in 1610. 

The honor of establishing the first bank of this character is in dis- 
pute, being claimed for both England and Germany. Claimsare also 
made that a genuine savings bank was established in Brunswick in 
1765; Hamburg (as below) in 1798; Berne, Switzerland, in 1787; 
Base) in 1792; Geneva in 1794. 

Indeed it is even claimed that ‘‘Robinson Crusoe’s father,’’ Daniel 
Defoe, was the orzgina/ savings bank man, for he not only was the first 
to propose that the bankruptcy laws be modified, but also drew up a 
scheme for a mutual marine insurance society, a friendly aid society, 
and a savings bank.* 

In 1689, when about 28 years old, Defoe conceived a scheme sim- 
ilar to our savings banks, except that it was to be run by the Govern- 
ment. It was to be a public benefaction, while the mutual savings 
bank is a private philanthropy. His scheme was to have all wage 
earners of a community pool a certain amount of their earnings and 
place the pool at the disposal of the Government, the latter paying 
interest, and any member of the pool, upon proper claim, could draw 
out funds proportionate to his deposits whenever he needed them to 
tide him over an emergency. This scheme, while remote from what 
we understand by asavings bank to day, was in its fundamentals simi- 
lar to the conception of savings banks at the beginning of the move- 
ment in this country. The Bank for Savings in New York, char- 
tered in 1819, found it impossible to obtain its charter until it showed 
itself to bea movement to alleviate poverty. 

The idea of an institution where the wage worker might deposit his 
savings and withdraw them in whole or in part as necessity demanded, 
with interest according to the time left on deposit (the elemental prin- 
ciple of savings banking), was first utilized in Germany in 1765 in the 
reorganization of a philanthropic institution (Aesorgunganstalt) by a 
number of benevolently-inclined citizens of Hamburg. Thiswas made 
over intoa savings bank in 1778, operated especially for the industrial 
classes. The movement spread rapidly throughout Europe; the op- 
portuneness of such an institution seemed to appeal strongly to the 
philanthropic sense of christendom, ministers and churches being 
prominent in the work, especially in England. + 

Concerning this matter, Mr. Lewins, in his ‘‘ History of Banks for 
Savings in Great Britain and Ireland,’’ remarks that from the best 


* Pamphlet issued by the Williamsburg Savings Bank of Brooklyn in commem- 
oration of the Scottish Savings Bank Centennial, June, 1910. 
+ Hamilton, p. 156. 
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investigation he has been able to make, the institutions in question 
were something very different from the savings banks as the English 
people understand them, dealing, as they did, in business more like 
the sale of deferred annuities. The institution at Hamburg* sim- 
ply took the spare cash of domestics and hand-craftsmen and granted 
annuities on the members arriving at acertain age. No withdrawal 
of money was allowed. 
THE MOVEMENT IN ENGLAND. 

‘‘ The credit of introducing savings banks in Great Britain,” says 
Mr. Andrew Warner, Secretary (now deceased) of the old Institution 
for the Savings of Merchant’s Clerks (Now Union Square Savings 
Bank, New York), ‘‘isclaimed on behalf of several different persons, 
but doubtless there may be earlier, unrecorded instances of arrange- 
ments having been made to receive small savings from the poor and 
return them on demand with interest.” 

The English have long maintained that the system of savings banks 

‘dates from the schemes of the Rev. Joseph Smith and Mrs. Priscilla 
Wakefield. In 1798 the latter established a ‘‘ Friendly Society” for 
the benefit of women and children at Tottenham, High Cross, and 
before 1801 there had been combined with its main design (which ap- 
pears to have been the granting of annuities, and sick and death bene- 
fits) two other objects, viz., a fund for loans{ to those who had been 
members six months or more and a dank for savings. In 1804 the 
bank was regularly organized and trustees appointed. The bank was 
called the ‘‘ Charitable Bank” and paid five per cent. Juveniles were 
encouraged to deposit a penny a month which was kept for them, on in- 
terest, until needed for clothes, apprentice fee, etc., thus becoming 
the first of the ‘‘ Penny Banks.”’ 

A prior claim is raised, however, on behalf of the Rev. Smith, of 
Wendover, who, in 1798 or 1799 (authorities differ) circulated in his 
parish proposals to receive any sums on deposit during the summer 
and to return the amount at Christmas (funds could be drawn at any 
time, however,) with the addition of one-third the amount deposited 
as a reward for thrift. This was carried on for several years with 
about sixty subscribers, who deposited from five to ten pounds each 
season. Jeremy Bentham, who, in 1797, established his ‘‘ Frugality 
Bank,” is also mentioned for like honors. 

Which of these schemes is entitled to the distinction of being the 
forerunner of the mutual savings bank as we know it today is a matter 
of opinion. The granting of annuities and sick and death benefits 

* Napoleon swept this bank clean of its cash and gave it a death blow—Lewins, 

». 18. 
+ Keyes History of Savings Banks, p. 16. 

t These loans were directed particularly to enabling them to purchase necessaries 
at wholesale prices or to supply themselves with articles for sale, materials for work, 


A PIG, or any other thing likely to produce a profit. These loans were repaid in 
small monthly payments. Scratchley, p. 4. 
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has never been a part of savings bank work in this country until the 
Massachusetts banks were authorized in 1908 to conduct a life insur- 
ance department. The Massachusetts plan does not contemplate sick 
benefits, and confines itself to insurance and annuities. The bounty 
of the Rev. Smith, while partaking of the nature of interest, lacked 
one of the principal elements of interest calculations, i. e., time. 

The first ‘‘ woman’s bank” was opened in 1808 at Bath, designed 
to receive the deposits of female servants, and was managed by four 
menand four women. No servant could deposit over £ 50, and the 
entire amount could never exceed £ 2,000. Interest was paid at 
the rate of 4 per cent. 

THE FIRST MODERN SAVINGS BANK. 

The first modern savings bank dates from 1810, and the centennial 
of this movement was held in Scotland during June, 1910. To the 
Rev. Henry Duncan, of Ruthwell, Dumfrieshire, Scotland, belongs 
this honor. He wrote several papers on the subject for publication 
in the ‘‘ Dumfries Courier,” and the simple organization of his ‘‘Par- 
ish Bank,’”’ (The Ruthwell Savings Bank) served as a model for other 
institutions. The rules of this bank were brought to the attention 
of the ‘‘ Edinburgh Society for the Suppression of Mendacity,” which 
resulted in the formation of the Edinburgh Savings Bank in 1814. 
Similar institutions were commenced at about the same time at Kelso 
and Hawick. In honor of Mr. Duncan, who died in 1846, a ‘‘savings 
bank house’ was erected to his memory in the county seat of 
Dumfries. 

Savings bank historians are agreed that Mr. Duncan did more 
than any one man to reduce the plan of a savings bank to a practical 
working basis. It is true he did not conceive the idea, but he work- 
ed it out, making it practical, and adapting it to the existing condi- 
tions. He is therefore, in a sense, the founder of the present savings 
bank movement, since his was the first self-sustaining bank, opera- 
ted on a plan adaptable to the whole country. 

It is said that the amount of travel, correspondence and public 
speaking which Mr. Duncan gave to this cause was immense. In 
this he may be compared to Mr. J. H. Thiry, of Long Island City, 
‘*the father of the school savings bank” in this country, who has 
made this work his hobby, spending freely of his money and giving 
practically all his time to this movement, and all without reward of 
any sort save the satisfaction of doing a unique work. 

The lowland Scotch community of Dumfries was a good one in 
which to make such an experiment, and thefirst year’s savings amoun- 
ted to $750, which were increased to $4,610 by 1814. 

During this time plans had been conceived for a savings bank of 
national scope, the movement finally spreading to this country. 

(Zo be Continued.) 
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SAVINGS BANK FRAUDS OF LONG AGO. 

The lamentable instances of savings bank mismanagement, cited 
in this department during the closing months of 1910, would lead the 
reader to suspect that New York was peculiarly unfortunate in this 
respect, and this is true; but a review of the savings bank history 
for the past five years, particularly in New England, will reveal the 
fact that even with modern safeguards, the savings bank depositors 
have been called upon to suffer considerable and, to a certain extent, 
inexcusable, losses. Nor is it true that this lack of appreciation of 
the sacredness of the trust that attends the management of savings 
banks is of late origin. In collecting data for the series on ‘‘ Savings 
Bank Systems of the World,” which begins in this number, the writer 
has come upon several frauds of the early days of savings banking 
which reflect considerable credit (?) upon the perpetrators, for the in- 
genuity displayed. It will be remembered that in New York, the 
mismanagement was largely on the part of the trustees—the employ- 
ees, or executive officers, if parties to the frauds at all being in a 
large sense tools, willing or unwilling, of the men higher up. In 
the cases about to be reviewed, however, it will be seen that the 
wrongs were largely, if not altogether, the work of the executives, 
the trustees being as innocent of the wrongdoing as the depositors. 
The frauds under present investigation occurred in England and 
Ireland during the first half of the 19th century. Then, as now, 
there was no legal responsibility on the part of the trustees, but in 
1848 the minimum of responsibility in Ireland was fixed at £4100 for 





each manager—a sum utterly inadequate to pay the losses. After 
1817 the government made itself responsible for such money as 7? 
received —but thetrouble was, it did not get the money that was stolen! 

As if to encourage fraud, the law provided that officers receiving 
money out of banking hours (as many did in considerable sums) and 
not turning the funds over to the proper officer the next time the 
bank was opened, should be guilty of mzsdemeanor. One case, that 
of the Ongar Savings Bank resulted from abuse of this privilege. It 
is estimated the total defalcations amounted to overa million dollars, 
up to 1857, part of which was repaid by the trustees and part by Par- 
liament, the net loss to depositors being somewhere near £160,000. 

THE CUFF STREET FRAUD. 

In 1818, the ‘‘St Peter’s Parish Savings Bank” was established in 
Cuff St., Dublin, and a Mr. Dunn, the sexton, was appointed cashier 
and book keeper at the munificent salary of $25 per year. Some of 
the best men in Dublin were on the Board, and by 1831 its deposits 
were about $500,000, a large sum for those days. In 1826, one of the 
trustees began to suspect Mr. Dunn, but it took the Board five years 
to ascertain that Mr. D’s character was not unimpeachable and in 
1831 he was asked toresign. Mr. Dunn’s method seems to have been 
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this: When he wanted money, he simply closed out a convenient ac- 
count. He received a large number of deposits outside of the bank 
which he simply £ep¢. The rector of the parish in explaining Mr. 
Dunn’s downfall, attributed it to the fact that ‘‘ he was a very correct 
man until the temptation of such an enormous quantity and overflow 
of money got into his hands.”” He got away with about $200,000, 
and when the bank succumbed in 1848 it had $450 to meet liabilities 
of $280,000. The government voted $150,000 to pay off the depositors 
who thus lost nearly 50 per cent. of their savings. 
A VERY CORRECT MAN. 

Another ‘‘ very correct’ man got away with $180,000 from the 
Tralee Savings Bank by simply omitting hisciphers. He alsoclosed 
an account when he thought it ought to be closed without consult- 
ing the depositor, but his vsva]l method was as follows: Suppos- 
ing three deposits, of £10, £20, and £30 respectively, were made 
ona certain day. He would give due credit on the pass book, but 
enter them as £1, £2, and £3, placing the difference in his pocket 
(presuming they had pockets in those days) or some other place be- 
sides the cashdrawer. His cash would balance—of course. At night, 
after his superior officer had checked back his work, and found him 
a very correct man, and left him diligently working while he (the 
superior officer) went home to his wife and babies (presuming they 
had wives and babies also in those days), this very correct man 
would then go over the books and insert the missing ‘‘o’s’” where 
they belonged, and also went home 





not however, let us hope, to 
wife and babies, for the missing cipher trick cost him fourteen years 
in prison. Just how he was detected is not on record—perhaps they 
took a trial balance occasionally, or checked up his pass books; at any 
rate he got fourteen years. 

A NOVEL METHOD OF BANK MANAGEMENT, 

A certain Mr. Haworth, who ‘‘ deceived everybody by an appear- 
ance of wealth,” and ‘‘ kept a carriage” and ‘‘ for honesty, probity and 
wealth, stood as high as any man in Rochdale,” and ‘‘ when surprise 
was expressed because he worked in a savings bank, represented that 
he did it merely as an act of charity,” managed to die before they dis- 
covered that he kept one set of books for the bank and another for 
himself. He stole about $350,000—no wonder he kept a carriage and 
looked rich ! 

Mr. Haworth also appointed himself ‘‘commissioner” to determine 
who should and who shouldn’t have money in his bank and those he 
decreed ‘‘shouldn’t’’—why, he simply took the money himself! The 
astonishing part of Haworth’s scheme wasthis: The original trustees 
being dead, Mr. Haworth ‘‘elected”—or to be more correct ‘‘select- 
ed”—whom he pleased, put their names in the reports (probably not 
published atthattime) but never let them know they had been ‘‘selected.” 


” 
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One such trustee testified: ‘‘I have a report here for 1838, in which 
my name appears as manager; but I never was aware of the fact that 
I was a manager /z// the bank failed. 1 never was at a meeting.” 
Another case:—Mr. Haworth to a friend as he was passing: ‘‘I 
want thee; wilt thou come in and sign a return (report) ?’’ The 
friend: ‘‘I cannot, I have nothing to do with the bank.” ‘‘O, but 
thou art a manager,” said Mr. H., showinghimhisname. Thereupon 
he ‘‘ called off” a set of figures to him, substituted a falsified return, 
and got him to sign his name, (thinking he was signing what he had 
checked,) and sent it in! 
THE RESULTS. 

The results of such gross abuses of trust are easily understood. 
The prevailing poverty of the people and the low rate of wages made 
saving a difficult matter, and a deposit line of half a million meant 
much more than it wouldat thistime; and likewise, the loss of a pound 
a serious matter. Asin the case of the Freedmen’s Bank in this coun- 
try, these banks were supposed to be purely philanthropic institutions 
(George Haworth claimed he was a philanthropist,) backed by the 
Government, frequently under the shadow of the church and often 
represented by the clergy (The Hertford Bank lost $120,000 through 
the embezzlements of a clergyman, while a Wesleyan preacher stole 
$40,000 out of $300,000 in deposits in his bank) which at first naturally 
lent strength to the banks but afterward tended to cast suspicion 
on them all. 

The loss of a few dollars however much it is to be deplored, is not 
to be compared with the loss in confidence, and the loss in confidence 
is not to be measured with the loss of the incentive to thrift. ‘‘We 
will spend our money,” said the victims of the Rochdale Bank, ‘‘ rather 
than a George Haworth shall have it,”—and they will! The public 
at large not only loses confidence inthe system, and those who manage 
the banks, but confidence in themselves and in the ¢hrift habit; for 
has it not failed to benefit them in the least? The struggle to save, 
the self denial, the ‘‘ castle building’ when the fund shall assume 
certain proportions, has availedthem nothing; yea more—to the strug- 
gle and the self denial is added a real, tangible loss, sleepless nights 
and anxious days, and they lose their ‘‘ nerve” and say, ‘‘ what’s the 
use ?”” and when your savings bank philanthropy ends in a question 
mark, well—what zs the use? 


a | 


DATES OF 1911 BANKERS’ CONVENTIONS. 
Mame. Place. Date. Secretary. Address. 
Alabama Montgomery.... Jan. 18-19...... McLane Tilton, Jr. . Pell City. 
Dallas May 16, 17, 18...J. W. Hoopes Austin. 
North Carolina.. Kanauga Lake. .June 21, 22, 23..Wm. A. Hunt Henderson. 





THE HAGUE CONFERENCE ON BILLS OF EXCHANGE. 


HAGUE CONFERENCE ON BILLS OF EXCHANGE 


HE report of Mr. Charles A. Conant, American delegate to the Inter- 
national Conference on Bills of Exchange, which was held last sum- 
mer at The Hague, has been sent to Congress by Secretary Knox. 
Mr. Conant states, in summing up the results of his mission, that 

the Conference adopted for consideration, by the powers taking part, a 
complete draft of a proposed international Convention and a draft of a 
proposed uniform law on bills of exchange. The delegates of Great Bri- 
tain and the delegate of the United States were not able to agree to the 
advisability of adopting the uniform law in their respective countries, and 
explained the reasons fully on two different occasions in the plenary ses- 
sions of the Conference. The American delegate signed the protocol 
with a reservation referring to the reasons for non-concurrence which 
had been thus set forth in plenary session. 

Obviously, the report declares, it does not follow, from the inability 
of Great Britain and the United States to approve the Convention and 
draft of a law in full, that they are without interest in the form and re- 
quirements of the uniform law and its possible adoption by other states. 
In spite of the attitude of reserve taken by the American delegate, the 
three points upon which the greatest emphasis was laid in the American 
memorandum submitted to the Conference, were embodied inthe proposed 
uniform law. These were: 

I. That the form and manner of protest of a dishonored bill of exchange 
shall conform to the law of the country where payment of the bill is pro- 
vided for and where dishonor occurs. 

II. That a protest of a bill of exchange for non-acceptance or for non- 
payment shall constitute a valid protest when made on the first day after 
dishonor, and shall be binding upon all parties who would be bound by 
protest on any other day. 

III. That when a bill is presented for acceptance, the drawee shall 
have the right to reserve his decision upon acceptance until the follow- 
ing day, but may accept on the day of presentment. 

It is a consideration of high importance for this country, moreover, 
that if the proposed uniform law were universally adopted, except by 
Great Britain and America, the systems of commercial law with which 
international bankers would have to deal would be reduced substantially 
to two in place of the many systems with which they now have to deal. 
Thus the desirable objects of uniformity, certainty and facility in know- 
ing the law would be greatly promoted. 

The reason why Great Britain and the United States were unable to 
concur, without reservations, in the protocol of the Conference did not 
arise from lack of sympathy with its objects, but from certain fundamental 
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differences between Anglo-Saxon and Continental law and from the fact 
that comparative uniformity of law has been brought about during the 
past thirty years in Great Britain and her dependencies and in the various 
states of the American Union by long and arduous efforts, which would 
be largely nullified, with the result of renewed confusion, if it were at- 
tempted to substitute a complete new code for the laws which have been 
thus secured. 

In order to secure proper influence for the United States in the further 
discussion of the uniform law, it is strongly reeommended that the United 
States be represented at the further Conference to be held next autumn. 
It is also stated that this Conference will discuss the subject of a uniform 
law for international cheques, which may prove of even greater interest 
to American bankers than the law of bills of exchange. The American 
practice differs so widely from the European rule in regard to the iden- 
tification of the holder of a cheque that American bankers are much in- 
terested in the extension of the system of crossed cheques, which has 
been long in use in England and is now obtaining a footing on the Con- 
tinent. It is pointed out by Mr. Conant that the Conference will prob- 
ably result in a wide extension of the use of crossed cheques, which will 
afford a safeguard to American bankers that will take the place, in a 
measure, of the system of personal identification. 


UNIFORMITY IN CLEARING HOUSE WORK. 


The Executive Committee of the Clearing House Section of the American Bankers’ 
Association met at the Continental & Commercial National Bank,Chicago, December 16. 
The following were present at the meeting: President E. R. Fancher of Cleveland, 
Chairman Ralph Van Vechten of Chicago, C. A. Ruggles of Boston, George C. Power 
of St. Paul, J. K. Ottley of Atlanta, Ga., and the Secretary. 

The Committee unanimously approved the report of the Transit Managers whose 
sessions recently closed in that city. This plan was to bring about a uniform system of 
letters and numbers or symbols to be used on checks and drafts for the purpose of mini- 
mizing work in transit departments. The details of this plan are now being worked 
out by a special committee, which will report to the Executive Committee again in the 
near future. 

The Secretary was instructed to have prepared in pamphlet form, for distribution, 
the proceedings of the Clearing House Section meeting at Los Angeles, appertaining 
directly to Clearing House Examiners, which subject was led by J. B. Forgan, President 
of the First National Bank of Chicago. Messrs. Ottley and Ruggles were authorized 
to prepare special articles on the ‘+ Zone System of handling country checks.”’ The 
question of weekly reports of the Clearing House, which are given out for publication 
was discussed, and it was brought out that it was desirable to have greater uniformity 
in these reports. This will be the special order of business at the next meeting of the 
Committee which will probably be held in New York in March. 
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This department places at your service able legal talent 
and experts on banking and financial matters. Inquiries 
from our subscribers are answered free. Name and ad- 
dress is published unless otherwise requested. An- 
swer, when unpublished or made by wire or letter, is 
charged for at a moderate rate. 


CHOSSSSS 
COLLIILLDI 


CONDUCTED BY JOHN EDSON BRADY OF THE NEW YORK BAR. 


CAUTION. 


In submitting a question it is essential that all of the facts involved be clearly set forth. If the 
question relates to a check, bill of exchange, note, or other negotiable instrument, or to any 
paper or document, a copy should be sent, also copies of letters having reference to the transac- 
tion out of which the question arises. 


DAYS OF GRACE. 


Editor Banking Law Journal. Sr. Paut, Mrinn., December 2, 1910. 
DEAR Sir :—We hold for collection the following draft: 


$27.50. November 29, 19170. 
|. ere three ......DAYS' SIGHT PAY TO THE ORDER OF 


oh a, ee Bo? BANK OF .... 


THE SUM OF.... Twenty-one and 50-100 
VALUE RECEIVED, AND CHARGE TO ACCOUNT OF 
to John Doe, ——, Minn. John Smith, Phila. Pa. 


Endorsed on face: Accepted December 2, 1910. John Doe. 

Section No. 2746 of the revised Laws of Minnesota, 1905, reads: ‘+ All promis- 
sory notes, bills of exchange and other negotiable instruments, except bills payable 
at sight, shall be payable at the time thereon specified without grace.” 

Will you kindly give us your opinion as to what day this draft is payable? In 
other words, is the drawee entitled to three days or six days from December 2 ? 

Very truly yours, ASSISTANT CASHIER. 

Answer.—Under the statute mentioned the drawee is entitled to 
three days, and not six, after December 2. The statute excludes 
only ‘‘bills payable at sight.”” The bill in question was payable “‘ at 
three days’ sight.” 

The question presented is not important to Minnesota bankers for 
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the reason that the statute referred to has apparently been amended. 
The statute quoted above is chapter 261 of the Laws of 1903. This 
was amended by chapter 345 of the laws of 1905 to read as follows: 

‘*No promissory note, draft, check, acceptance, bill of exchange 
or other evidence of indebtedness, shall be entitled to days of grace, 
but the same shall be payable at the time fixed therein without grace.”’ 

This places Minnesota in with the states which have adopted the 
Negotiable Instruments Law on the question of days of grace. The 
Negotiable Instruments Law provides that ‘‘every negotiable instru- 
ment is payable at the time fixed therein without grace.” 


DUTY OF SAFE DEPOSIT COMPANIES. 


FREDONIA NATIONAL BANK, 

Editor Banking Law Journal. FREDONIA, Pa., December 5, 1910. 

Dear Str:—Will you kindly tell me if there is any decision concerning the re- 
sponsibility or liability of a bank for articles left in a safe deposit box in the bank’s 
vault ? There has been considerable discussion among the bankers of this vicinity 
concerning the above. Some contend that the bank cannot be held responsible in 
case of burglary, caused by robbers blowing up the vault, etc., while others contend 
that the bank can be held directly liable for any loss. I would like to know if there 
have ever been safe deposit boxes blown open and burglarized, and if there has ever 
been a court decision on the matter. Yours very truly, 

W. S. Monreomery, Cashier. 

Answer.—We do not find any decision wherein it appeared that 
a safe deposit company was sued for loss by burglary of property 
deposited. It is extremely doubtful that such an action has ever 
been brought. It may be said in general that a safe deposit company, 
in the absence of express contract, is held to the exercise of ordinary 
care and is not absolutely liable for every loss that may occur. It 
was so held in Bauman v. National Safe Deposit Co., 124 Ill. App. 
419. On this point, in Mayer v. Brensinger, 180 IIl. 110, it was said: 
‘*The duty of exercising such care arises from the nature of the busi- 
ness which the safety deposit company carries on. The obligation to 
discharge such duty is implied from the relation between the parties 

The liability of a safe deposit company to its depositor has been 
held to be that of a bailee for hire. Guaranty Trust Co. v. Diltz 
(Tex), 91S. W. Rep. 596. Lockwood v. Manhattan Storage Ware- 
house Co., 50 N. Y. Supp. 974. And bailees for hire are required to 
exercise nothing more than ordinary care in looking after the prop- 
erty deposited for safe keeping. Of course what amounts to ordi- 
nary care is a question which depends upon the circumstances. Our 
conclusion is that a safe deposit company is not bound to see to it 
that its vaults are burglar proof. If its vaults are blown open and 
burglarized it is liable to the depositors thereby suffering a loss only 
in case it has been lacking inordinary care. Unfortunately, the courts 
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have not frequently been called upon to define what constitutes ordi- 
nary care on the part of a safe deposit company. 


DEBTS SECURED BY PLEDGE. 
Editor Banking Law Journal. PELICAN Raprps, Minn., December 15, 1910. 
DEAR Str:—As one of your first subscribers to the Bankina Law JourNAL, and 


one ever since, I would like your opinion on the following question : 

H sells his farm to D, and D gives H a mortgage back for $2,300, part of the 
purchase price. H borrows from bank $300 and assigns to the bank the $2,300 mort- 
gage, consideration named $300, as security. After this H borrows from the bank 
several amounts, for which he executes to said bank his promissory notes, and it is 
understood verbally between the bank and H that the assignment of the mortgage that 
the bank holds from H for the $300 is also to cover the latter loans and any others 
the bank may make to H in the future. Are the loans beside the $300 loan secured 
to the bank so that it is safe ? Yours truly, J. P. Wauuace, President. 


Answer.—We do not think that advances subsequent to original 
loan of $300 are secured by assignment of the mortgage. The rule 
is thus stated in 22 Am. & Eng. Enc. of Law, 870: ‘‘If purpose for 
which the collateral security was given is expressed in writing, parol 
evidence is not admissible for the purpose of varying or contradict- 
ing such writing and showing that other debts than those expressed 
were intended to be secured.” Thus, if A borrows money from a 
bank and makes a written assignment of certain property as security 
for the note, his subsequent verbal agreement that the assigned prop- 
erty shall be security for other loans, thereafter made, does not give 
the bank any rights in the property standing as security prior to the 
rights of other creditors, in so far as the subsequent advances are 
concerned. It is‘a general rule of the law that a written contract 
cannot be varied by verbal testimony. To permit the bank to state 
that loans other than those mentioned in the agreement of pledge 
were protected by the security would be a violation of this rule. 


ASSIGNMENT OF BANK ACCOUNT. 

AMERICAN SAVINGS BANK & TRUST COMPANY, 

Editor Banking Law Journal. SEATTLE, Wasu., December 28, 1910. 
Deak Str:—Kindly give your opinion as to whether or not a suit can be main- 
tained against a bank on an assignment by a depositor of his whole account or a part 
thereof, thereby defeating a statute which prohibits the maintaining of an action on 
any check or bill of exchange against a bank unless acceptance is made thereof by the 

bank ? Yours very truly, J. P. GLEason, Manager. 
Answer.—The statute referred to, we take it, is that section of the 
Negotiable Instruments Law which provides that: ‘‘A check, of it- 
self, does not operate as an assignment of any part of the funds to 
the credit of the drawer with the bank, and the bank is not liable to 
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the holder, unless and until it accepts or certifies the check.” This 
does not in any way prohibit the assignment of bank accounts, nor 
was it intended to prohibit such assignments. The whole, or part, 
of a bank account may be assigned by the depositor and, where it 
has been assigned,an action on the assignment is maintainable against 
the bank. The statute is not thereby defeated, for it was never con- 
templated, in enacting the statute, that the assignment of bank ac- 
counts should be prevented. The statute merely says that a check 
does not of ztse/f operate as an assignment. The check may be evi- 
dence of an assignment of the fund against which it is drawn. 





INSTRUCTIONS TO PROTEST. 


THE BAKER-BOYER NATIONAL BANK, 
Editor Banking Law Journal. Watia Watia, Wasu., December 1, 1910. 


DEAR Str:—In your June, 1910,number you very kindly made reply to our inquiry 
regarding proper instruction to be given relative to protest of checks. Our position 
in this matter is now challenged by a correspondent, as you will see by written opinion 
of its attorneys, enclosed herewith. If you can, consistently, continue the discussion 
by replying to the points they have raised through the columns of your valued JouRNAL, 
we shall be greatly interested in your reply. Great confusion now exists in giving these 
instructions, although the different states have passed the Negotiable Instruments Law, 
which seems intended to cure and prevent such confusion; and it seems important, 
and certainly it would be a great comfort to all banks, to have a uniform instruction 
generally adopted, if one can be found which will suit the lawyers. We shall greatly 
appreciate such attention as you may feel like giving to this question. 


Yours very truly, H. H. Turner, Cashier. 


CUSHING & CUSHING, Attorneys-at-Law. 
November 23, 1910. 
Mr. /. K. Moffitt, Cashier, First National Bank, San Francisco. 

DEAR Srr:—We have before us the letter of H. H. Turner, Cashier of the Baker- 
Boyer National Bank of Walla Walla, Washington, to yourself, under date October 
21, 1910, in re-protesting interstate items. In that letter Mr. Turner states, that it 
is the rule in Washington not to protest items when both drawn and payable within 
that State. This is the rule as stated in sections 3224-3225, Civil Code of this state, 
which are as follows: 

‘* Sec. 3224. Definitions. An inland bill of exchange is one 
drawn and payable within this state. All others are foreign. 

‘+ Sec. 3225. Protest necessary. Notice of the dishonor of a 
foreign bill of exchange can be given only by notice of its protest.” 

The letter of Mr. Turner refers to outside endorsements, and claims that such do 
not change this rule. We can not agree with this when the endorsements are in due 
course of business. 

The above sections of the Civil Code, on their face, would seem to cover the case 
and to be in line with what Mr. Turner suggests. However, when we consider the 
law in reference to the rights and obligations of endorsers, it seems clear that the lan- 
guage of the above sections of the California Civil Code are not really applicable at 
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all to instruments endorsed in another state. Daniel, in his work on Negotiable Instru- 
ments, section 7, says: 
‘ Each endorser is a several and distinct contracting party; his 
liabilities are to be ascertained by the law of the place where his en- 
gagement is to be performed.” 

The same author, in section 873, states this rule: 

‘* Sureties, endorsers and guarantors are therefore everywhere 
liable only according to the law of the place of their contract.” 

Randolph in his work on Commercial Paper, section 234, states this rule about 
the liability of an endorser: 

‘* An endorsement being equivalent to a bil! drawn by the en- 
dorser on the maker of a note, the endorsement of such note payable 
in another state is equivalent to a foreign bill.” 

In section 1142 of the same work the author thus states the rule: 

‘* Where a bill drawn and payable in one state is afterwards 
endorsed in another state by one of its citizens, it has been held 
that protest is necessary in order to hold the endorser * *.” 

All the authorities agree in holding that every endorsement is a new and substan- 
tive contract and must be governed by the law of the state where made. When a 
party endorses a bill he really becomes a new drawer; and when such bill is endorsed 
in one state and is payable in another, such endorsement constitutes in effect a foreign 
bill. 

We realize that the law in reference to mercantile paper is changing and expand- 
ing, but as it is now settled that the states of this Union are regarded as foreign to 
each other in so far as mercantile paper is concerned, it would seem clear to us that paper 
should be protested when it bears foreign endorsements, even though the bill is orig- 
inally drawn in the state where it is payable. 

We herewith return to you the correspondence submitted to us about this matter. 

Very truly yours, (Signed) CusHine & CusHING. 


Answer.—For the present we prefer to confine the discussion to 
those states in which the Negotiable Instruments Law has been 
adopted. For, in general, the indorsement of a bill of exchange 
is a separate contract and the liabilities of the indorser are governed 
by the law of the place of indorsement. The question, then, is 
whether it is necessary to protest a bill of exchange, drawn and pay- 
able in one state, and indorsed in another state, both states having 
enacted the Negotiable Instruments Law. 

Where Mr. Randolph states in section 1142 of his work on com- 
mercial paper that z¢ has been held that protest is necessary to hold 
an indorser of a bill, drawn and payable in one state, and indorsed 
in another, he cites but one case, one that was decided in Ohio 
seventy years ago. We find no other authority bearing directly 
either way on this point. 

The Negotiable Instruments Law, however declares, in section 
260 of the New York act, that where a bill does not appear on its face 
to be a foreign bill, protest is unnecessary. 

In section 213 it is provided: 

‘‘An inland bill of exchange is a bill which is, or on its face pur- 
ports to be, both drawn and payable within this state. Any other 
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bill is a foreign bill. Unless the contrary appears the holder may 
treat it as an inland bill.” 

The statute in effect declares that, unless a bill appears upon its 
face to have been drawn outside the state in which it is payable, it 
need not be protested. If it had been intended to require protest 
of a bill merely because it is indorsed outside of the state where it 
is both drawn and payable, the statute would so expressly have de- 
clared. To our mind the statute expressly dispenses with protest in 
such acase. The fact that the indorsement of a bill of exchange is 
equivalent to the drawing of a new bill cannot, in the face of the 
statute, convert the indorser into a drawer for the purpose of deter- 
mining whether or not protest is necessary. It is also true that the 
indorsement of a note is equivalent to the drawing ofa bill by the in- 
dorser upon the maker. But we do not think that this would require 
protest of a note where the maker and indorser reside in different 
states. 

We suggest the following instruction as one which meets the re- 
quirements of the statute: 


Protest only bills of exchange purporting on the face thereof to 
be drawn and payable in different states. 


WILLIAM HANHART. 


In the death of William Hanhart, who died December 7th in his sixty-first year, 
the savings bank world has lost one of its ablest and best known men. For a number 
* of years Mr. Hanhart served as Deputy Comptroller of the Emigrant Industrial Savings 
Bank, New York, resigning that office to devote himself to the presidency of the 
Bankers’ Life Insurance Company and the Savings Bank Section of the American 
Bankers’ Association, being one of the founders of the latter. He will best be remem- 
bered as secretary of this Section, which office he held continuously from the inception 
of the movement until his death. He displayed a rare knowledge of savings bank 
affairs the world over and administered the duties of his office with marked ability. 
The book of savings bank forms, which has proven of such great value to savings 
banks everywhere, was largely his work, and in the campaign which preceded the 
passage of the Postal Savings Bank Bill, he was one of the most energetic workers, dis- 
tinguishing himself as a statistician in an exhaustive and original compilation of the 
savings deposits of the country. 

Mr. Hanhart was essentially a savings bank idealist—one who had a very high re- 
gard for the savings bank as an institution intended to and able to accomplish a great 
and lasting work in the promotion of thrift. He constantly advocated an adherence 
to the high standards which have always characterized this institution, and in a time 
when all business is apt to become tainted with the spirit of commercialism, the idealist 
is eminently in place, ‘‘ lest we forget.” 

For a long time he conducted the Savings and Trust Department of this publica- 
tion with great acceptability, and the BANKING Law JourRNAL pays this tribute of res- 
pect to a real gentleman of the old school, who as a friend was kindly and courteous, 
and as a business man one of rare worth. 
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NEW YORK CHAPTER, AMERICAN INSTITUTE OF BANKING. 


GREAT deal of attention is being attracted this year among bank men of 
New York city and throughout the country to the excellent work carried 
on by the New York Chapter of the American Institute of Banking. For 
years the New York Chapter has been an active body of men devoted to 
the interests of those engaged in bank work, but it has remained for the 
season of 1910, to bring it squarely before the public as a strong factor 
in banking circles. 

Bank men now have within reach an educational program in their line of work 
similar to courses offered by the Department of Economics in our colleges and univer- 
sities; and the day is bound to come when the bank man who persistently and intelli- 
gently avails himself of the advantages for study thus afforded will attain success. 

New York Chapter began its present season on Thursday, October 13, with a course 
of six lectures by Prof. Franklin Escher, of New York University, on the subject of 
‘* Foreign Exchange.” The elucidation of this intricate and interesting subject attract - 
ed a large number of men. At the opening lecture 650 members were present, which 
number far exceeded the seating capacity of Assembly Hall at 22d St.and Fourth Avenue 
where the Chapter holds its meetings. The average attendance at each lecture was 
450, and not only was the lecturer listened to with the closest attention, but many ques- 
tions were asked and answered which shed further light upon this branch of banking. 

Thursday, December 1, Prof. Leslie J. Tompkins, also of New York University, 
began a course of lectures on ‘‘ Commercial Paper.” Again there was an attendance of 


650,and about 100 in excess of that number could not gain admittance. Prof. Tompkins, 


in his usual clear-cut and lucid manner, began the course with a sketch of the history 


of negotiable instruments, which furnished a background and perspective for the fur- 
ther study of the subject. 

Succeeding this course there will be eight lectures on ‘‘ Practical Banking” by 
well known specialists who are prominent officers in New York City banks and trust 
companies. This course will cover the general banking subjects of Loans, Investments, 
Credit, Trust Company Adminstration and Laws. 

On Tuesday, October 18th, there was begun a series of meetings at the Hotel 
Chelsea on the subject of ‘‘Savings Banks.” On those evenings there have been pres- 
ent many officers of savings institutions including their presidents. The program 
covers ‘* Ethics of the Savings Bank,” ‘‘ The Interest Rate and the Surplus,” ‘The 
Legal Side of Savings Banking,” ‘* Bond Investments,” ‘‘ Amortization” and ‘*Mort- 
gage Loans,” together with other allied topics. 

Upon the urgent request of a number of the members,a class in ‘‘English and Pub- 
lic Speaking” was organized, and is conducted at the Hotel Chelsea under the direc- 
tion of Prof. H. N. Drury. 

The great interest which the work of the New York Chapter has awakened among 
bank men is shown by the fact that the membership, which was 750 on August 15th 
of this year, has now grown to 1375. Since October 15, forty bank officers have 
joined the Chapter as members, and among these are to be counted some of the most 
prominent bankers of New York. 

The success of the Chapter is due to the fact that bank men of the city realize 
the educational opportunity offered by the Institute of Banking, and also to the fur- 
ther fact that its governors realize that the earnest men in our banks want the things 
which really benefit them. 
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RESERVE AGENTS APPROVED IN DECEMBER. 


The following banks were approved as Reserve Agents in December: 

Irving National Exchange Bank, New York, for First Nat. Bank, Dunmore, Pa. ; 
First Nat. Bank, Lake Ariel, Pa.; National Bank of Newbury, Wells River, Vt. ; 
First Nat. Bank, Merced, Cal.; First Nat. Bank, Pleasanton, Cal.; California Nat. 
Bank, Santa Ana, Cal.; Citizens Nat. Bank, Poultney, Vt. 

Hanover National Bank, New York. for Western Metropolis Nat. Bank, San Fran- 
cisco, Cal.; First Nat. Bank, West Point, Ga.; City Nat. Bank, Bismarck, N. D.; 
First Nut. Bank, Antioch, Cal.; First Nat. Bank, Heavener, Okla.; First Nat. Bank, 
St. Peter, Ill.; Peoples Nat. Bank, Washington, Pa.; Ticonderoga Nat. Bank, Ticon- 
deroga, N. Y.:; First Nat. Bank, Delano, Minn. 

Chase National Bank, New York, for Hamilton Nat. Bank, Denver, Col.; First 
Nat. Bank, Brooksville, Fla.; First Nat. Bank, Puente, Cal.; Aliquippa Nat. Bank, 
Aliquippa, Pa. 

Seaboard National Bank, New York, for American Nat. Bank, Shreveport, La. 

Fourth National Bank, New York, for First Nat. Bank, Montclair, N. J.; Ameri- 
can Nat. Bank, Chattanooga, Tenn. 

American Exchange National Bank, New York, for First Nat. Bank, Calumet, 
Mich.: Flushing Nat. Bank, Flushing, N. Y.; American Nat. Bank, Pensacola, Fla. ; 
New England Nat. Bank, Kansas City, Mo. 

National Park Bank, New York, for Atlantic Nat. Bank, Providence, R. I. 

Merchants National Bank, New York, for Ohio Nat. Bank, Columbus, Ohio. 

Mercantile National Bank, New York, for National Bank, of Newport, Newport, 
Vt.; Ridgewood Nat. Bank, Ridgewood, N. Y.; Western Nat. Bank, Philadelphia, 
Pa.; Third Nat. Bank, Philadelphia, Pa.; Ashokan Nat. Bank, Brown Station, N. Y. 

Chatham National Bank, New York, for Continental Nat. Bank, Salt Lake City, 
Utah. 

Mechanics & Metals National Bank, New York, for First Nat. Bank, Crewe, Va. : 
Manufacturers Nat. Bank, Troy, N. Y.; First Nat. Bank, Spartanburg, 8. C.: First 
Nat. Bank, Sharon, 8. C.; Boston Nat. Bank, South Boston, Va. 

Coal & Iron National Bank, New York, for Louisville Nat. Banking Co., Louis- 
ville, Ky. 

Corn Exchange National Bank, Chicago, for Merchants Nat. Bank, Worcester, 
Mass.; Old Detroit Nat. Bank, Detroit, Mich.; Virginia Nat. Bank, Norfolk, Va. ; 
Neoga Nat. Bank, Neoga, Ill.; Fond du Lac Nat. Bank, Fond du Lac, Wis. 

National Bank of the Republic, Chicago, for Hermitage Nat. Bank, Nashville, 
Tenn.; Fond du Lac Nat. Bank, Fond du Lac, Wis. 

National City Bank, Chicago, for Dubuque Nat. Bank, Dubuque, Iowa; First 
Nat. Bank, Fort Wayne, Ind.; First Nat. Bank, Slayton, Minn.; Hamilton Nat. Bank, 
Denver, Col.; Barnett Nat. Bank, Jacksonville, Fla.; Nat. City Bank, Baltimore, Md. 

Continental & Commercial National Bank, Chicago, for Georgia Nat. Bank, Albany 
Ga.; City Nat. Bank, Auburn, Ind.; Nowata Nat. Bank, Nowata, Okla.; First Nat. 
Bank, Hillsboro, N. D.; Fond du Lac Nat. Bank, Fond du Lac, Wis.; United States 

Nat. Bank, Deer Lodge, Mont.; First Nat. Bank, Me Kinney, Tex. 
Fort Dearborn National Bank, Chicago, for First Nat. Bank, St. Peter, Ill.; Bank 
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of Mobile N. B. A., Mobile, Ala.; American Nat. Bank, Austin Tex.; First Nat. Bank, 
Eagle Lake, Tex. 

Franklin National Bank, Philadelphia, for First Nat. Bank, Marcellus, N. Y.; 
Commercial Nat. Bank, High Point, N. C. 

Market Street National Bank, Philadelphia, for Farmers Nat. Bank, Selinsgrove, 
Pa. 

Fourth Street National Bank, Philadelphia, for Nat. Bank of Danville, Danville, 
Va.; First Nat. Bank, Oakland, Cal. 

Girard National Bank, Philadelphia, for Second National Bank, Culpeper, Va. 

Third National Bank, St. Louis, for First Nat. Bank, Heavener, Okla. 

Mellon National Bank, Pittsburg, for South Bend Nat. Bank, South Bend, Ind. 


=———— 


BOOK NOTICES. 


QUESTIONED DocuMENTs. 

A former Justice of the Supreme Court of the United States is said to have stated, 
on one occasion, that the difficulties in determining questions of fact are more common 
and vastly greater than in determining questions of law. In this connection it may be 
said that there is no legal inquiry more important than that involving the genuineness 
of a document. A book has just been published which seems to cover the whole ground 
so far as documents are concerned. The author of this volume—Albert 8. Osborn of 
New York—has been for a number of years engaged in its preparation, and it would 
seem to meet all requirements. The work contains the proved results of very late in- 
vestigations, and a large part of them are from actual cases involving the questions 
discussed, and has not only been tested but amended, where necessary, by practical 
application to such cases. Illustrations are given where they are considered helpful 
and necessary to make clearer the points under discussion, thus forming a very val- 
uable feature of the work. 

Of course the book is primarily intended for use of the lawyer. It is well written, 
however, and will be found not only interesting to read but of great value to bankers 
and business men, or to any one who may have to investigate the genuineness of any 
document. ‘*Of making many books there is no end,” said the wise man; but it 


certainly seems that there was need of just such a work as ‘* Questioned Documents.” 


Tue NatioNaAL Bank Act AND Its JuDICIAL MEANING. 

The fourth edition of this valuable work has just been received. Its author, Albert 
S. Bolles, is well known as the author of many other works on banks and banking that 
are universally recognized as the standard, in their class; but none is of more practical 
value than his annotated edition of the national bank act. It combines the features 
of a treatise and a digest and is, in fact, a complete exposition of national banking law. 
While the present volume contains all that appeared in former editions, full use has 
been made of all later cases that in any way affect national banks. It is claimed that 
this book contains a fuller description of such cases than can be found elsewhere. 

The subjects of taxation, duties and liabilities of directors, rights and liabilities 
of stockholders, the duties of receivers, interest, construction of the criminal sections 
and other topics of less importance are all treated exhaustively. In a word, the author 
has endeavored to give all who may use his work everything pertaining to the national 
banking law that exists at the present time. The book is published by the Geo. T. 
Bisel Co., Philadelphia. 
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THE NATIONAL CITY BANK OF CHICAGO. 


THE NATIONAL CITY BANK OF CHICAGO. 


N February 5th, next, the National City Bank of Chicago will celebrate its fourth 
anniversary. Originally organized by David R. Forgan, it has broken all records 
for banking growth—its deposits aggregating $25,000,000 and its total resources 


rY- BANK: BUILDING: 


MAIN ENTRANCE. 


over $27,000,000 at the close of 1910, all of which has been accomplished within a 
period of four years. 

In September last the bank moved into its new quarters at the corner of Dearborn 
and Monroe Streets, which is today one of the most desirable locations for a bank in 
Chicago. The building was formerly occupied by the Commercial National Bank, for 
a great many years. Complete alterations were made in the building throughout, with 
the result that the quarters now occupied by the National City are as complete and 
modern in every particular as any banking room in Chicago. Every improvement known 
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tv modern mechanical skill has been adopted, and visiting bankers to Chicago will find 
it worth their while to step into the National City and let one of its genial officers 
show them through. 

The unprecedented growth of the National City Bank of Chicago can be attributed 
very largely to David R. Forgan, its president. Fortunately for the banking fraternity, 
such men as David R. Forgan are among the guiding spirits, whose influence has been 


OFFICERS’ QUARTERS. 


to turn a feeling of unrest into one of strict confidence on more than one occasion. 
Inasmuch as it is a fact, that under modern conditions our whole industrial fabric 


rests entirely upon bank credit, it is essential and necessary to place every safeguard 
around our bank credit that is possible for the human mind to conceive; and it is in 
the performance of these duties that the real character of the highest type of a banker 
will present itself. Our banking profession is fast reaching the plane where it will be 
only a ‘‘ survival of the fittest,” and the nearer we approach that plane the greater the 
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appreciation of such men as David R. Forgan. Like all men who possess a fertile mind, 


Mr. Forgan is plain and democratic in manner, genial in disposition, and approachable 


by the most humble. It is these characteristics that have gained for him the admira- 
tion and friendship of all who have had the pleasure of his acquaintance. 

Mr Forgan’s versatile ability is further demonstrated in the selection of his corps 
of lieutenants, for he has gathered around him men whom he knew would and could 
be of the greatest assistance to him in building up an institution worthy of the highest 
praise. With this end in view he selected men who had been thoroughly trained in 
the banking business; the result being that today the official staff of the National City 
Bank are practical experienced bankers in whom every confidence is placed by their 
able chief. They are, besides Mr. Forgan, Alfred L. Baker, vice-president; H. E. Otte, 
vice-president; F. A. Crandall, vice-president; L. H. Grimme, cashier; W. D. Dickey, 


BOND DEPARTMENT. 


A. W. Morton, W. T. Perkins, Henry Meyer and William N. Jarnagin, assistant cash- 
iers. R. U. Lansing is manager of the bond department. 

The directors are : Alfred L. Baker, of Alfred L. Baker & Co. ; Ambrose Cramer, 
trustee of Henry J. Willing estate; Edward F.Carry, vice-president American Car 
& Foundry Co.; A. B. Dick, president A. B. Dick Company; E. G. Eberhart, vice- 
president and general manager Mishawaka Woolen Manufacturing Co., Mishawaka, 
Ind.; Stanley Field, vice-president Marshall Field & Co.; David R. Forgan, presi- 
dent; Richard C. Hall; R. U. Lansing; Clayton Mark; F. F. Peabody, president 
Cluett, Peabody & Co.; H. A. Stillwell, vice-president Butler Bros., Chicago; John 
E. Wilder, vice-president of Wilder & Co.; H. E. Otte, vice-president. 

At the annual meeting of stockhoiders on January 10, the proposition to increase 
the capital to $2,000,000 was adopted. Three new directors were added to the 
board making the number now fourteen. The present officers were re-elected. 
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THE MISSISSIPPI! VALLEY TRUST CO., ST. LOUIS. 


HE progress of the business of trust companies during the past few years has fully 


kept step with the nation’s great commercial prosperity. From the day of small 


beginnings trust companies have become a power in the financial world almost equal 
to that of any other class of financial institutions; and the reasons for this are so plain 
that ‘* he who runs may read” them. Primarily, the trust company has become an 
educator of the people. It teaches economy, frugality, enterprise and thrift. While 


BRECKINRIDGE JONES, 


President Mississippi Valley Trust Company, St. Louis. 


not infringing upon the provident savings bank it encourages the habit of saving. 
Besides all this, it furnishes absolute protection and safety to legatees of estates, taking 
the place of executors and guardians, and, more and more, it is seen that men of wealth 
are utilizing the trust company instead of the executor. It also furnishes a home market 
for issues of bonds in aid of counties, towns or municipalities, in that way becoming 
a powerful factor in the development of its immediate locality. Strong evidence of this 
is furnished by sections of the South and West where money needed for loca! improve- 
ments is now obtained from the home trust company when, before its advent, financial 
aid had to be obtained from other sources. 

Possibly no better illustration of this condition can be shown than in the state 
of Missouri. It is matter of history that the wonderful development of that state and, 
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in fact, much of the entire southwest, is due to the financial assistance received from 
the trust companies of St. Louis, and among them, standing conspicuously at the 
head, is the Mississippi Valley Trust Company. The old world has marvelled much 
at the wonderful progress of the great financial institutions o1 this country; but the 
progress of none has been so steady and substantial as the Mississippi Valley Trust 
Company. Doubtless the success it has achieved is largely due to the high class of 
men who compose its officers and board of directors. Uniformly courteous treatment 
to every patron and as liberal accommodations as are consistent with safe and sane busi- 
ness methods, has ever been the guiding star of this institution. 

On October 3,1910,the Mississippi Valley Trust Company celebrated its twentieth 
anniversary. From the day it opened its doors it was a success,and after fifteen months 
began paying dividends. Since then it has paid regular quarterly dividends, the rate, 
per annum being, from 1892 to 1899, 6 ¢; from 1900 to 1901, 104 during 1902, 12 4 
and from 1903 to date, 16 ¢ 

Its first office was in one room on the second floor of the Laclede building. In 
April, 1891, it moved to 303 North Fourth Street, and in July, 1896, into the south 
half of the present building, erected especially for its use. In 1901 the north half of 
the building was rearranged and its two stories occupied. 

Its capital is now $3,000,000, surplus $3,500,000 and undivided profits $2,128, - 
577.00. The aggregate dividends paid to stockholders amounts to over $5,000,000. 
This is not the result of any consolidation or merger,but represents the development of 
an individual institution,—this being the only one of the larger trust companies in St. 
Louis that has not amalgamated with or absorbed some other company. 

During the past year the Mississippi Valley Trust Company lost two of its dir- 
ectors by death, Auguste B. Ewing and August Gehner. The vacancies were filled 
by the election of William Bagnell and Henry 8. Ames. 

The officers areas follows: Julius 8.Walsh, chairman of the board; Breckinridge 
Jones, president; John D. Davis, 8. E. Hoffman, William G. Lackeyand Henry Semple 
Ames, vice-presidents; James E. Brock, secretary; Edw. J. Kropp, Hugh R. Lyle, Hy. 
C. Ibbotson, C. H. Turner, Jr., and Louis W. Fricke, assistant secretaries. 

The directors are: Henry Semple Ames, vice-president ; Wm. Bagnell, president 
Bagnell Timber Co.; John I. Beggs, president Milwaukee Light, Heat & Traction 
Co.; Wilbur F. Boyle, Boyle & Friest; James E. Brock, secretary; Murray Carleton, 
president, Carleton Dry Goods Co.; Charles Clark; Horatio N. Davis, president Smith 
& Davis Mfg. Co.; John D. Davis, vice-president; David R. Francis, Francis Bro. & 
Co.; 8. E. Hoffman, vice-president ; Breckinridge Jones, president ; William G. Lackey, 


vice-president; W. J. Mc Bride, vice-president Haskell & Barker Car Co.; Nelson 


W. McLeod, president German Savings Institution; Saunders Norvell, president 
Norvell Shapleigh Hdw. Co. ; Robert J. O'Reilly, M. D.; Wm. D. Orthwein, president 
Wm. D. Orthwein Grain Co.; Henry W. Peters, president Peters Shoe Co.; H. Clay 
Pierce, chairman Board Waters Pierce Oil Co.; August Schlafly, August Schlafly & 
Sons; R. H. Stockton, president Majestic Mfg. Co.; Julius 8. Walsh, chairman of the 
Board; Rolla Wells. 
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THE HARRIS TRUST AND SAVINGS BANK, OF CHICAGO. 


ITH the comple- 
tion of the new 
magnificent t went y- 
story building of 
the Harris Trust and 
Savings Bank, Chicago 
is again indebted to the 
banking fraternity for 
an improvement that is 
worthy of that cit y's 
highest praise. Al- 
though the building is 
not yet ready for occu- 
pancy, it is fast nearing 
that point, and it can 
be said that few, if any 
business structures in 
this country are more 
imposing in appearance 
or will be more com- 
plete and perfect in 
appointments. 

The Harris Trust and 
Savings Bank was in- 
corporated in 1907, to 
take over the banking 
department of the old, 
well-known banking 
and bond house of 
N. W. Harris &]} Co., 
that was organized in 
1882, by N. W. Harris, 
who is the president of 
the incorporated bank 
and still at the head of 
the firm that bears his 
name in New York and 
Boston. The Harris 
Trust and Savings Bank 
is specially equipped to 
handle reserve accounts 
of banks and bankers; it 
is always prepared to 
supply customers with 
carefully selected bonds 
for investment or circu- 


lation purposes. HARRIS TRUST AND SAVINGS BANK BUILDING. 
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CORN EXCHANGE NATIONAL BANK OF PHILADELPHIA. 


The election of Charles S. Calwell to the presidency of the Corn Exchange Na- 


tional Bank to succeed the late Benjamin Githens is a most deserving recognition 


of his ability as a banker and reflects great credit upon the judgment of the board of 


CHARLES S. CALWELL, 
President Corn Exchange National Bank, Philadelphia 


directors of that progressive institution. Mr. Calwell began his banking career in the 
Corn Exchange about twenty years ago when quite young, and his advancement 
through the various grades to the executive head of the bank has been made strictly 
upon meritorious work rendered the bank in every position he has been placed in. 
Another well-deserved recognition, of years of faithful and efficient services by this 
institution, was the promotion of M. N. Willits, Jr., to the cashiership. Mr. Willits, 
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like Mr. Calwell, began his banking career in the Corn Exchange, and his success 
and advancement have come from close, careful attention to business and his ability to 
grasp each situation that presented itself; hence his progress has been in perfect ac- 
cord with his work. 

And still another recruit from the ranks is the promotion of Newton W. Corson, 
to the position of assistant cashier, which is still further proof of the wise judgment 
of the board of directors. 


MERRITT N. WILLITS, JR., 
Cashier Corn Exchange National Bank, Philadelphia. 


The Corn Exchange National is one of the most conservative and at the same 


time one of the most progressive banking institutions of Philadelphia. It has a capi- 


tal of $1,000,000, surplus and profits of $1,500,000, and deposits aggregating about 
$12,000,000. 

The official staff complete is Charles 8. Calwell, president, Wm. W. Supplee and 
Thos. J. Jeffries, vice-presidents, M. N. Willits, Jr., cashier and Newton W. Corson, 


assistant cashier. 





NEW BUILDING OF THE OLD NATIONAL BANK, SPOKANE. 


THE NEW HOME OF THE OLD NATIONAL BANK, SPOKANE, 
WASHINGTON. 


WE present our readers herewith a view of the exterior of the new fifteen story build- 
ing recently completed and occupied by the Old National Bank of Spokane, Wash- 
ington. Even from this view, it can be seen that the building would do great 

credit to any of the large cities in the world, and it certainly reflects much honor upon 
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NEW HOME OF THE OLD NATIONAL BANK. 


the management of the Old National. Quite some time prior to the drawing of the 
plans for the building, the management of the bank sent one of its official staff to a 
number of the large“cities for the purpose of studying the various modern structures 
erected by the banks in their respective places; and the result was, after careful con- 
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sideration, that an office building instead of an exclusive banking building was deci- 
ded on. Mr.W.J. Kommers, the assistant cashier, who visited these cities, made a close, 
careful study of all points from an economic standpoint, and the new building has been 
erected and completed under his supervision. And now the city of Spokane, as well as 
the Old National Bank’s officers and directors, have all ample cause to feel deeply in- 
debted to Mr. Kommers for the wisdom of his judgment. The erection of this magnifi- 
cent structure illustrates the thrift and public spiritedness that the business element 
of the citizens of Spokane are endowed with. 

Ever since the town was founded the Old National has been the leading banking 
institution in the city, and today it is one of the most progressive and substantial banks 
in the Northwest. It has a capital of $1,000,000, surplus and profits $366,911, deposits 
$8,269,809, and total resources of $10,636,720. 

The officers are: D. W. Twohy, president; T. J. Humbird, vice-president ; 
W. D. Vincent, cashier; W. J. Kommers, J. A. Yeomans and W. J. Smithson, assist- 
ant cashiers. 

The directorsare: Levi Ankeny, F. A. Blackwell, J. D. Farrell, T. L. Greenough, 
T. J. Humbird, Jay P. Graves, P. Welch, John D. Porter, August Paulsen, W. D. 
Vincent, D. W. Twohy, John Twohy, W. J. C. Waketield, Thos F. Wren, Fred B. 
Grinnell, J. P. McGoldrick. 


THE FIDELITY TRUST COMPANY OF NEW YORK. 


The statement issued by the Fidelity Trust Company of New York on December 
31, 1910, is evidence of the steady substantial growth this company has enjoyed since 
its organization. On that date the deposits were $7,036,052, investments $1,614,363, 
loans $5,079,329, cash on hand and in bank $2,049,169, capital $750,000, surplus and 
profits $961,094, and total resources $8,036,052. 

It is safe to say that few, if any, of the financial institutions that have been organ- 
ized within the past decade can exhibit a record of more careful and yet progressive 
management than the Fidelity Trust Company. An examination of a comparative 
statement of deposits from the close of each calendar year will verify this. Beginning 
with December 31, 1907, after the first seven months of business (the last two months 
of that time the country was involved in a severe crisis) the deposits reached a total of 
$3,016,523. The year following, December 31, 1908, they had increased to $5,177,- 
550. <A year later, December 31, 1909, they were $6,602,632; and at the close of 
1910, December 31, when the deposits of almost every financial institution in the 
country were below the normal, they were $7,036,052. All of which cannot fail to 
be convincing of the fact that the management has been in the hands of careful, ex- 
perienced and progressive men who have acquired the confidence of the business com- 
munity. While it is true that the management has had the influence and assistance 
and indorsement of a board of directors, composed of twenty-eight of the leading busi- 


ness men and bankers in New York, who represent many varied industries, it is also 
» 


true that the closest harmony prevails in all of the affairs of the company. 

The officers are: Samuel 8. Conover, president; Wm. H. Barnard, John W. Nix, 
vice-presidents; Andrew H. Mars, secretary; Stephen L. Viele, assistant secretary; 
and Arthur W. Mellen, trust officer. 





UNITED STATES MORTGAGE & TRUST COMPANY. 


UNITED STATES MORTGAGE & TRUST COMPANY. 


The annual statement of United States Mortgage and Trust Company,of New York, 
issued on Dec. 31, cannot fail to be a gratifying one for stockholders and directors. 
The deposits on that date were $43,440,179; mortgage and trust bonds $8,138,800 ; 
surplus and profits $4,401,565; New York City mortgages and bonds $2,504,186; 
other stocks and bonds $9,660,025; loans $14,627,986; bills purchased $7,175,852; 
cash on hand $4,396,318; cash in bank $8,438,114; foreign exchange $2,085,827: 
mortgages $8,980,157; real estate $3,320; accrued interest receivable $408,147. To- 
tal resources $58,279,931. The capital is $2,000,000. 

The officers are: John W.Platten, president; Calvert Brewer, vice-president; Car] 
G. Rasmus, vice-president; Frank J. Parsons, vice-president; Joseph Adams, treas- 
urer; Alexander Phillips, secretary; Henry L. Servoss, asst. treasurer; T. W. B. Mid- 
dleton, asst. secretary; Victor Ehrlicher, asst. secretary; H.W. Hadley, asst. treasurer. 

The directors are: James G. Cannon, Lewis L. Clarke, Charles A. Coffin, T. De 
Witt Cuyler, Charles D. Dickey, William P. Dixon, Allen B. Forbes, Robert A. Gran- 
niss, Charles M. Hays, H. R. Ickelheimer, William A. Jamison, Gustave E. Kissel, 
Louis C. Krauthoff, Adolph Lewisohn, Clarence H. Mackay, Robert Olyphant, John 
W. Platten, Mortimer L. Schiff, Henry Tatnall, Eben B. Thomas, James Timpson, 
Arthur Turnbull, C. Vanderbilt, Paul M. Warburg. 
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IMPORTANT BANK MERGER. 


It is officially announced that the Chatham National Bank and the Phenix Na- 
tional Bank of New York, have consolidated, and will be known hereafter as the 
Chatham and Phenix National Bank. Louis G. Kaufman, now president of the Chat- 
ham National, will be president of the new institution, and Bert L. Haskins, cashier 
of the Phenix National, will also occupy the same position in the new bank. The 
capital will be $3,060,000 and estimated deposits about $20,000,000. 
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AMERICAN EXCHANGE NATIONAL BANK, NEW YORK. 


The condensed statement of the American Exchange National Bank, as made to 


the Comptroller of the Currency under the call of January 7, is as follows: Deposits 


aggregate about $45,000,000; capital, surplus and undivided profits, combined, 
$9,336,000. Underresources: Loans and discounts $34,661,310; United States bonds 
and premium on same $3,124,950; due from banks and trust companies $3,979,081 ; 
cash, exchanges for clearing house and due from U. S. Treasurer $5,922,197; legal 
tender notes and specie $8,868,127; total resources $56,555,666. 


“pe 


EXTENSION OF THE TELEPOST TO WASHINGTON. 

Considerable interest is being taken by business houses in the Middle West in 
the bill now before the U. S. Senate authorizing the admission of the Telepost system 
of automatic telegraphy to enter Washington, D. C. This bill passed the House last 
spring and was recommended for approval,to the upper branch of Congress by its 
Committee on Affairs of the District of Columbia. In November and December, when 
the telegraph business usually experiences a drop from 25 to 40 per cent., the Telepost 
is reported to have gained in all of the Mid-Western operating cities, which indicates 
the steadily growing popularity of its rapid and economical service. 
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THE NASSAU BANK, NEW YORK CITY. 


The growth of the Nassau Bank since the election of Edward Earl as its president 
has certainly been highly gratifying to the directors and stockholders. _ In its report 
to the State Banking Department on January 9, the deposits were $10,129,000. In 
January 1907, when Mr. Earl was made cashier, the deposits were $3,800,000. In 
November 1908, when he was elected president.after having been practically executive 
head of the bank since his election to the cashiership, they had reached a total of 
$6,000,000. Three years hence, January 1911, shows an increase of over $5,000,000. 
This showing indicates clearly that Mr. Earl is a man who inspires the confidence 
not only of the banking fraternity but the public. 

It has always been the policy of the Nassau Bank to adhere strictly to the rules 
of civil service,and these rules are carefully applied when employee merits recognition. 
Evidence of these rules are shown in the election of N. D. Alling and R. M. Bailey 


assistant cashiers. 


THE PHILADELPHIA NATIONAL BANK. 


In response to the call of the Comptroller of the Currency for report of condition 


-~ 


as of January 7, the Philadelphia National Bank makes its usual tine showing. The 
Philadelphia National occupies a commanding position in its locality, and although not 
the oldest, it has by its conservative management and the untiring energy of its official 
staff, deservedly reached a front place in the ranks of the Quaker City’s financial in 
stitutions. The officers are: LeviL. Rue, president; Lincoln Godfrey, vice-president ; 
Harry J. Keser, cashier: Horace Fortescue, assistant cashier, and Wm. Sherwood, 
auditor. The statement shows about $45,000,000 deposits; loans and discounts 
$29,000,000; due from banks $9,131,484: cash and exchanges for clearing house 
$11,154,028 and total resources $48,949,604. Surplus and profits $3,948,372 and 
capital $1,500,000. 


FRANKLIN NATIONAL BANK, PHILADELPHIA. 

The January 7 statement to the Comptroller of the Currency, is interesting read- 
ing for the patrons of this staunch institution, In nearly every case the items show 
anincrease. The tiguresare as follows: Deposits $31,000,000; surplus and net profits 
$2,730,181: loans and discounts $21,076,000: due from banks $5,621,482: cash and 


exchanges for clearing house $8,434,692; total resources $35,132,115. Capital 1. 
$1,000,000. : 


MILES M. O'BRIEN. 

Miles M. O° Brien, a prominent banker, died at his residence in New York City, 
December 22, in the fifty-ninth year of his age. He was born in Ireland and came to 
America when only twelve years of age and was educated in New York, eventually 
graduating from St. John’s College, which later conferred on him the degree of Doctor 
of Laws. He was greatly interested in educational matters, and, when the public 
schools were consolidated, he became first vice-president of the Board of Education, 
and in 1900 was elected its president. For over twenty years he served on that board. 

When the New Amsterdam National Bank was organized Mr. O° Brien was made 
president. He was also vice-president of the Mercantile National Bank of New York, 
holding the position until a short time before his decease—having resigned on account 
of ill health. He was a director in other banks and savings institutions and a member 
of several clubs and other social organizations. 
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BANK AND INVESTMENT ITEMS. 


The Fidelity Trust Co. of New York, never 
does things by halves. It recently declared a 
regular semi-annual dividend of 3 per cent.and, 
in addition, a Christmas dividend of 2 per 
cent. payable to all stockholders of record on 
December 21. The notice announcing the 
dividend and the check in payment of the same 
are certainly unique. On the upper corner of 
the check is a beautifully embossed sprig of 
holly. While the notice is handsomely em- 
bellished with the seal of the company and 
sprigs of holly on each of the corners, the 
whole is very happily supplemented with the 
company’s wish of ‘‘A merry Christmas and a 
happy and prosperous New Year.” 


The directors of the Liberty National Bank, 
of New York, declared the usual quarterly divi- 
dend of 5 per cent. and in addition presented 
its stockholders with a New Year's present in 
the shape of an extra dividend of 5 per cent., 
making a total of 25 percent. for the year 1910. 
Extra 5 per cent. dividends were paid in 1908 
and 1909. 


The Chase National Bank of New York pays 
its stockholders a regular quarterly dividend of 
3 per cent. and an extra dividend of 8 per cent. 
on its capital of $5,000,000. 


The old, and well-known firm of Fisk & 
Robinson, of New York City, has resumed 
business, their new location being at 26 Ex- 
change Place. The firm is composed of 
Harvey E. Fisk, Geo. H. Robinsonand Thomas 
G. Cook. A general banking business will be 
conducted, as well as dealing in United States, 
state and municipal bonds and all high grade 
securities. The many friends of the reorgan- 
ized firm extend congratulations on their re- 
sumption and wish them the greatest possible 
success. 


The United States Mortgage & Trust Co. of 
New York, pays a quarterly dividend of 6 per 
cent. to all its stockholders of record on Decem- 
ber 24, last. 


Inaccordance with time-honored custom, the 
employes of the Corn Exchange National Bank 


of Philadelphia tothe number of about one hun- 
dred, recently participated ina banquet tendered 
by the officers and directors of the bank. Charles 
H. Calwell, the president, officiated as toast- 
master. Addresses were made by ex-Governor 
Stokes, of New Jersey, who spoke on ‘‘ Here- 
sies;"’ John J. McDonald, who, in behalf of the 
directors praised the loyalty of the bank's em- 
ployes, and E. J. Cattell, statistician of the 
mayor’s office, who spoke on ‘‘ Opportunity’s 
wide open Door.” A feature of especial interest 
was the address of Thomas Brown, who talked 
of *‘ Present recollections of the Corn Exchange 
Bank during my fifty years’ clerkship.” At the 
conclusion of his remarks he was presented with 
a purse of $500 in gold. 


Christmas time affords the opportunity for 
progressive banks and bankers to remember 
their patronsand friends. In pursuance of this 
old-time custom the Bank of Commerce Nation- 
al Association of Cleveland sent out to its num- 
erous customers one of the finest brochures 
that has,thus far,come to the JOURNAL office; it 
is printed in colorson heavy, natural tint paper, 
beautifully embossed with appropriate designs 
in red and gold, the whole forming a booklet 
not only artistic but unique. On the outside 
the compliments of the season are extended by 
the officers and directors, while on the inside 
is the extract from oneof Dickens most charm- 
ing stories wherein Tiny Tim, in speaking of 
the proper observance of Christmas, remarks: 
‘* God bless us, every one.” 


Acomplimentary banquet was recently tend- 
ered bythe Board of Trade of Nashville, Tenn., 
to F. O. Watts, president of the First National 
Bank of Nashville, and also the newly-elected 
president of the American Bankers’ Association. 
Many prominent bankers from other cities were 
present and addressed the gathering. Among 
them were Geo. M. Reynolds, president of the 
Continental and Commercial National Bank of 
Chicago, who responded to the toast: ‘‘ The 
banker’s place in social and political life;” 
Oliver C. Fuller, president of the Wisconsin 
Trust Co., Milwaukee, on ‘‘ F. O. Watts away 
from home;” C.H. Huttig, chairman of the 
executive council of the American Bankers’ As- 
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sociation and president of the Third National 
Bank, St. Louis, on ‘‘ The banker;” T. R. Pres- 
ton, president Hamilton National Bank, Chat- 
tanooga, on ‘* The Southern banker.” 

Mr. Watts made a very happy response, in 
which he referred to the loving cup that was 
sent to him at Los Angeles as a testimony of 
the esteem in which he is held by his home folk. 
He also alluded to the friends of his boyhood 
and those of his co-workers, who had come many 
miles to be present at the banquet and publicly 
add their tribute to a banker and the head of 
the largest financial organization in this or any 
other country. 





One of the most up-to-date banks in the 
‘* lone star state” is the Austin National Bank, 
of Austin, Texas. Its statement, at close of 
business Nov. 10, shows nearly $3,000,000 de- 
posits; surplus and profits$339, 189 and$300,000 
capital. Loans and discounts are $1,775,495; 
U. S. bonds and other securities $686,462; cash 
and due from banks $1,455,000; other resources 
$23,136. In the words of the folder on which 
this statement is printed, these figures are proof 
that business men and women have faith in and 
approve of the methods ofthe Austin National 
Bank. 





The Merchants Loan & Trust Company of 
Chicago declared the usual quarterly dividend 
of 3 per cent., payable to all stockholders of 
record on December 26, last. 


NEW BANKS, 


The Broad and Market National Eank, 
of Newark, N. J., is the latest addition to 
Newark’s financial institutions, having re- 
cently opened for business witha paid-up-capital 
of $200,000 and surplus of $100,000, The 
board of directors numbers twenty-eight and 
officers are as follows: Joseph J. Rafter, presi- 
dent; David King, Christian Fleissner and 
Joseph Samuel, vice-presidents; Charles W. 
Lent, cashier. The new bank starts off under 
most favorable auspices and with every indica- 
tion of a prosperous future. 

The United States National Bank of Deer 
Lodge, Mont., has opened for business witha 
paid-up capital of $50,000. The stockholders 
are largely farmers and business men of the 
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locality. Among the directors is George L. 
Ramsey, president of the Union Bank & Trust 
Co. of Helena. Thepresident is Joseph Whit- 
worth, head of the Bonner Mercantile Co.; 
vice-president, C. J. Kading, a wealthy live 
stock grower, and the cashier is Arthur J. 
Lochrie, who was recently cashier of the 
Drummond State Bank and at one time officer 
of a bank in Iowa. There is only one other 
bank (a private institution) in the town. Being 
in an old and prosperous locality and under 
strong management, the prospects of the new 
bank for a successful future are considered 
unusually good. 


The National Bank of North Hudson which 
recently began business at West Hoboken, 
N. J., reports capital $100,000, surplus $10,000 
and $87,000 deposits. The officersare: Geo. B. 
Bergkamp, president; J. J. McMahon and Otto 
Kaegebehn, vice-presidents and Howell S. Ben- 
net,cashier. Mr. Bergkamp was formerly presi- 
dent of the Commonwealth Trust Company of 
West Hoboken and is still first vice-president, 
while Mr. Bennet was a national bank exam- 
iner, resigning the position last September to 
become cashier of the new national bank. 

The Bank of Lizton, Ind., recently com- 
menced business. Capital is$10,000. Personal 
responsibility of the stockholders is over $250,- 
ooo. The officersare: Marion Bailey president; 
W. E. Leachman, vice-president; Jas. T. Leak, 
cashier and Geo. Huber, assistant cashier. 

The new Guaranty State Bank, of Livingston, 
Tex., reports $25,000 capital and about $30,000 
deposits. Loans and discounts are $25,000, 
cash and due from banks$27,629,total resources 
$55,000. H. D. Reynolds is president, L. F. 
Gerlach,vice-president and J. L. Muller,cashier. 

The Farmers State Bank of Schell City, Mo., 
recently commenced business. J. H. Maus is 
president; W. L. Pepper, vice-president and 
Almon H. Maus, cashier. Capital is $10,000. 

Grace City, N. D., has a new bank styled the 
Farmers & Merchants Bank, with a paid-up 
capital of $10,000. James K. Banks is presi- 
dent; A. M. Goddard, vice-president; W. C. 
Goddard, cashier; A. J. Goblersch, assistant 
cashier. 


The First National Bank of Heavener, Okla., 
recently commenced business with a capital of 
$25,000 and the following officers: O. J. M. 
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Brewer, president; J. M. Young and S. L. 
Britton, vice-presidents; Roy Cooper, cashier. 

The Badger State Bank, of Cassville, Wis., 
recently opened for business, with a capital of 
$15,000. The stockholders are farmers and 
representative business men of the community 
whose standing is such as guarantees to patrons 
a liberal policy but strictly in keeping with con- 
servative banking. The officers are: Walter 
Kleinpell, president; G. A. Klindt, vice-presi- 
dent; O. M. Attebery, cashier. Mr. Attebery, 
for six years, was connected with the Mechanics 
American National Bank of St. Louis and the 
Fort Dearborn National Bank of Chicago. 


The First National Bank of Marcellus, N. Y. 
commenced business Oct. 22, last. An even 
one hundred depositors opened accounts the 
first day and, up to this date, the number has 
more than doubled with over $25,000 in deposits 
standing to their credit. This bank is located 
in one of the richest agricultural sections in 
Onandaga County and every indication points 
to avery prosperous future. The officers are: 
John C. Parsons, president; F. W. Knapp, vice- 
president and E. N. Bergersteck, cashier. 

The First National Bank of Weed, Cal., 
opened for business Nov. Io, with $25,000 cap- 
ital. Its banking rooms are said to be the finest 
in Siskiyou County, and a manganese steel 
burglar-proof safe affords perfect protection to 
the records and cash of theinstitution. In ad- 
dition to its regular commercial business the 
bank conducts a savings department. Deposits 
as small as one dollar are received and interest 
will be paid at the rate of 4 percent. Another 
feature, that should be greatly appreciated is 
the installation of safe deposit boxes for the 
keeping of valuable documents. The establish- 
mentofthis bank supplies a valuable addition 
to the commercial life of the county and will 
prove a great benefit and convenience to the 
people of that section of which Weed is the 
natural center. G. X. Wendling is president; 
S. O. Johnson and C. E. Evans, vice-presidents; 
J. M. Potter, cashier. 


The Farmers State Bank, of Buda, Tex., isa 
new institution. It has paid-up capital of $10,- 
000 and $5,000 surplus and reports the first 
months’ deposits about $16,000. F. A. Heep 
is president; Wm. D. Carrington, vice-president 
and J. N. Young, cashier. 


The First National Bank recently opened for 
business at Vidalia, Ga., with a paid-up capital 
of $35,000. Theofficersare: W.O. Donovan, 
president; James McNott and J. W. Johnson, 
vice-presidents; Geo. S. Rountree, cashier. The 
bank owns its building. Deposits on opening 
day were nearly $54,000. 

Sprague, Neb., has a new bank entitled the 
Bank of Sprague. Capital is $10,000 and officers 
as follows: Albert Egger, president; M. I.Miles, 
vice-president; Frank F. Miles, cashier. It is 
the only bank in the town and its prospects are 
very flattering. 

The First State Bank of Grantsville,Md.,com- 
menced business in November last. Capital, 
all paid in, is$25,000. Officers are: GC. Keller, 
president; J. J. Bender, vice-president; J. O. 
Getty, cashier. The bank has a fire and burg- 
lar proof vault of the latest pattern and is also 
protected by fire and burglar insurance. Three 
per cent. interest is paid on savings accounts. 


The Farmers & Merchants State Bank of Ink- 
ster, N. D., recently opened. John Mc Donald 
is president; W. A. Scouton, and W. J. Glass 
vice-presidents and R. B. Loubek,cashier. Cap- 
ital is $10,000. 

The officers of the new Citizens State Bank 
of Lebanon, S. D., are: Daniel Carroll, presi- 
dent, C. J. Baum, vice-president, I. J. Mc Gin- 
ity, cashier and Peter Burtness, assistant cash- 
ier. The capital is $10,000 and deposits over 
$10,000. 

The First National Bank recently opened for 
business at Mullins, S.C., under very favorable 
auspices. The officersare: B.G. Smith,presi- 
dent; M. C. Woods, vice-president and F. 
Chalmers Rogers, cashier. Capital is $25,000 
paid up. 

The second year’s edition of Pope’s Daily 
Bond Interest Calendar for 1911 has just been 
issued. This calendar is an original, unique 
and valuable help to banks, trust companies, 
bankers, stock brokers, bond houses, etc. It 
absolutely does away with the labor, inconve- 
nience and possibility of error entailed by use 
of the old style Bond Interest Tables. It is 
used bya large number of representative bank- 
ing and bond houses. Published by the Finan- 
cial Service Co., 2 Rector St., New York. 
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COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits ofthe associated banks, reported to the New 
York Clearing House for the weeks ending December 31,1909,and December 31,1910,respectively, 
together with a computation of the proportionate increase or decrease of deposits for the year: 





BANKS. 





Bank of N. Y. N. B. A.... 
Bank of the Manhattan Co. 
Merchants’ National 

Mechanics & Metals Nat. 


Bank of America 

Phenix National 

National City 

Chemical National 
Merchants’ Exch. National 
Gallatin National 

Nat. Butchers & Drovers. 
Greenwich 

American Exchange Nat. | 
Nat. Bank of Commerce. . | 


Mercantile National 


People’s 
Hanover National 
Citizen’s Central National! 


Metropolitan Bank.......| 
Corn Exchange 

Importers & Traders’ Nat 
National Park 

East River National 
Fourth National 

Second National. . 

First National 

Irving National Exchange 


N. Y. County National... .| 
German-American 
Chase National 


Fifth Avenue 
German Exchange 
Germania 

Lincoln National 
Garfield National 
Fifth National 
Bank of the Metropolis. . .| 
West Side Bank 


Liberty National 

N. Y. Produce. Exchange. 
State Bank 

Fourteenth Street Bank.. 
Coal & Iron Nat'l Bank.. 
Union Exchange Nat.... 





Totals 


i$1,1 94,610,700 


Loans and 


Discounts 
Average, 
1909. 





Loans and 

Discounts, 

Average, | 
1910, 





Deposits, 
tAverage, 
1909. 


Deposits, 
* Average, 
1910. 





$ 18,647,000 
28,700,0c0 
17,097,000} 
52,453,900) 
21,918,500} 

8,306,000 

166,736,100 

28,07 3,000 
6,453,900 
8,006,900 
2,418,900 
7,461,900 

29,176,500 

139,464,000 

14,162,800 
3,665,300 
7,007,100] 
1,952,600 

59,624,000 

20,878,900] 
6,155,100 
7,819,300 

12,623,000) 

41,597,000 

25,376,000) 

80,000,000} 
1 600,900) 

20,01 5,000] 

12,390,000} 

102,181,000) 

21,135,800) 
3.7 14,000) 
7,850,100} 
4,196,900} 

72,994,300! 

12,897,100 
3,708,000) 
4,789,700 

16,720,600 
7,783,000] 
3,512,100} 

11,265,900 
4,365,000 

17,669,000 

16,679,500 
7,915,000 

14,231,000 
5,401,300 














$1,234,194,400 


$ 20,007,000) 
31,300,000) 

* 18,128,000) 
49.858,800} 
23,401,600} 
7:934,000 
172,700,000 
28,353,200 
7,006,600 
8,481,300) 
2,470,700) 
7,762,900) 
33,350,800 
139,733,300 
13,999,500 
3-484,000) 
8,231,100 
1,649,500 
63,978,600 
21,816,200 
7,030,000 
8,511,700 
11,375,100 
40,828,000 
25,545,000 


17.044,700 
7,838,800 
15,415,000 
6.033.900) 
5,852,000) 
9,295,700) 


$1,171,732.400 





$ 15,978,000 
2,450,000} 
16,613,000 
51,477,200 
21,403,100 
8,077,000 
154,152,300 
26,127,400 
6,465,900 
6,102,400 
2,514,800 
8,275,500 
22,843,100 
114,255,900 
10,807,700 
3,425,200 
7,485,900 
2,510,700 
66,068,000) 
20,117,200] 
6,762,500} 
7.555.500) 
13,045,100 
49,097,000 
22,583,000 
89,67 3.000 
2,899,900 
21,533,000) 
12,060,000 
89,950,000) 
22,428, 300} 
3,870,000 
7.95 3,600} 
4,07 4,600) 
76,550,600} 
14,523,000 
4,200.000 
5,454,100 
18,204,900 
8,364,200 
3,602, 300 
11,398,400 
4,702,000 
20,235,000 
15,942,700 
9.400,400 
17.535,000 
6,145,000 


$ 17,636,000 
35,000,000 
17,840,000 
45,838,200 
23,132,600 

7,968,000 
156,174,800 
25,966,000 
7,042,700 
6,516,600 


12,246,800 
4,502,000 
24,578,000 
17,130,600 
9,217,500 
19,167,000 
6,898,700 
5,933,000 
9,27 1,000 





Deposits. 
Per Cent. of 
Inc. Dec, 


10.4] .... 


7B] o00. 
7-3] --- 








1,201 586,400) 





t United States Deposits included, $1,612,300. * United States Deposits included, $1,660,800, 
t Consolidation of Mechanics’ National and National Copper Banks. 





